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FOREWORD

When, in August last, the Canadian Pacific Railway Company made
application to the Qovernor4n-Council for permission to increase its

capital stock, the Free Press, for the information of the public, pre-

pared a series of articles dealing with the Company and its capitaliza-

tion, anticipating that the Company 's application would be considered
by the Dominion Oovemment. Hitherto every increase of the common
stock of the Company has been made with the permission of the Qoy«
emment, following an application for such authority from the Com-
pany. The Company, however, at its annual meeting in the beginning
of October, decided to issue $60,000,000 of new common stock without
seeking, as it has hitherto done, the permission of the Dominion Gov-
ernment. It claims authority for following this procedure under an
Act of 1892, which is interpreted by the Canadian Pacific counsel as

authorizing the Company to substitute common for debenture stock.

The Company is authorized by the Act of '1892 to issue debenture
stock for specific purposes. If the Company's interpretation of this

Act is correct then there is practically no public regulation of its

capitalization. Debenture stock can be issued for a variety of pur-
poses, and for which common stock can be substituted at any time.

The question, therefore, arises, and it is a very important one, as to

whether Parliament should not take action to restrain the Company
from issuing any stock without its authority. Upon the capitalization

of the Company and its regulation the question of fair and unburden-
some transportation tolls hinges. If the public do not control the capi-

talization of the transportation system of the Company it cannot con-
trol rates.

The articles, which appeared in the Free Press respecting the
Company's capitalization, are herewith reprinted, thus making them
accessible for public information in a handier form.

Winnipeg, October. 1912.
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The Canadian Pacific and Its

Capitalization

ARTICLE I.

The Company's Gigantic Earnings and Surpluses
(Wlnntp«K Free Pren, Sept 10. 1»12.)

Application has b««n mad* to tha
Dominion Govarnmant for authorira-
tion to ineraaa* tha common atocl< of

tha C.P.R. from 1200*000,000 to 9260-
000,000. Aa tha coat of tha aarvicaa to
tha pubiio givan by railroad corpora-
tiona ia baaad firat, on ooat of opara-
tion, and aaoendly, en dividanda paid,

it ia of tha firat importane* that the
amount of capital craatad ahould ba
kapt down to a minimum oonaiatant

with affioianoy, and that tha dividanda
•hould ba raaaonabla. Tha Fraa Praaa
purpoaaa, in • aariaa of articlaa, dia-

eusaing tha ahara of tha profita of the

company paid to aharaholdara, and
other profita in the form of melon*
which have diverted money into their

pocketa, which might have been ap-
plied to the provision of mueh-n**d*d
railway faciiitiea.

Tha company waa antruated in 1881
with an important pubiio function.

Whether it haa been aa faithful to the
people in the execution of that truat
aa it haa been to ita aharaholdera ia

a queation that needa full diaeuaaion
before it ia permitted to inereaae it*

capital. There are good grounda for
the belief that the company haa, from
the beginning of ita career to the pree-
ent time, exploited ita truat for the
benefit of ita aharaholdera. Facta will
ba praaented ahowing that at no period
of the company'a exiatence have the
aharaholdera received ieea than ten
p*r cent, on the actual money paid in

aa capital, and that the original pro-
motera did not riak a cent in the un-
dertaking.

Very naturadly the people of the
Dominion (before ^vlng tlhelr consent
to any enlargement of the capitaliza-
tion of the Canadian Pacific Hallway
company will want to knoiw in detail,
speclflcally, why such an 'Increase
should be made. The time has passed
when a railroad corporation, whose in-
terest? and those of the country are
inextricably linked togrether, can look
upon its business aa beingr purely
private. It is of anything but a pri-
vate dharacter. The operation of a
railroad is a state function. In only a
very limited number of the countries
of the world has this function been
tntrupted, sutoject to regulation, to
private companies. Canada is one of
them.

Railway Operation a State Function.
Even In Canada the private opera-

tion of railroads ia being subjected
annually to closer and more effeotive
control. The Institution of the rail-
way commission is a step in that di-
rection. So far the experience of the
public with that body leaves a well de-
fined Impression that before it com-
pletely fulfils hopes with regard to its
usefulness it will have to- be clothed
with further powers. Public opinion
that led to Its formation is gathering
In strength. It -will not rest until rail,
ways are required to give the ser-
vices required of them at a fair cost,
and with reasonable efficiency.

Capitalization and Freight Rates.
Before the Canadian Pacific can in-

crease its capital it must get the con-
aent to the government. At various
limes this '"ompaiiy has had to go to



the government to Ket this tonaent.
thus admitting th«: risrht of the pubU<^
to determine whether or not its cap-
ital should be enlarged. This fact
In itself sets aside any need for ar
gument, as to the reality of the control
which the government has the power
to exercise in regulating the creation
of capital stoclc of suoh corporations
as that operating the Canadian Paciflr
Railway system. It la of the very
highest importance that such control
should be exercised, and exercised
with the greatest possible care.

Railways and Local Discrimination.
Upon the capitalization of the rail-

road the question of the cost of public
services rendered hinges. These ser-
vices are a fundamental necessity to
the well-ibeing of the nation. They can
malce or mar Its commerce, enhance
or destroy prosperity of given districts
or make settlement in any district
either desirable or undesirable. Such
powers would be extremely dangerous
to the well-being of the communitv
unless under strict controj. They are
fraugfht with consequences too im-
portant to be left to the caprice or
cupidity of a corporation, exercising
them for gain. For this reason the
government has reserved for Itself the
right to control, and one of the most
eflfectlve agencies through -which con-
trol can be exercised is that of the
regulation of the share capital or
funded dt»bts of corporations operat-
ing railways.

Company's Gigantio Earnings.

With the prospect ahead of Parlia-
ment having to eonsdder an applica-
tion for permission to increase the
authorized capital of the C.P.R., the
annual statement of that corpora-
tion. Just made available to the pub-
lic is of exceptional interest. From
It, It ia gathered that in the course
of the year which ended June. 1912,
the Canadian Paclflc railway earned
117,560,518 more than was necessary
to take care of all the fixed charges,
amouutlng to $10,708,333, a dividend
»f iO per cent on the common stock
and 4 per cent on the preference. In
addition out of the earnings of the
company a sura of $1,000,000 was
placed in a fund for steamship re-
placement, and 1125,000 to (pension
fund. This surplus may seem large
but It would be unfair to assume that
It was exceptional In this respect
without due regard to the vast extent
of the comipany's pr-vperty and the
services it renders.

Legitimate Surplus.
From the general balance-sheet It

Is learned that the common stock
outstanding amounts to $180,000,000;
preferred to $66,696,097; consolidated
4 per cents amounting to $163,82^1,706:
mortage bonds of $38,648,638, and pay-
ments on account of new Issue of com-
mon ($18,000,000) amount to $16,806,-
621, making an aggregate of $456,974,-
057. So huge a sum represents a tre-
mendous property. Us employment
ought to yield a very substantial sum,
and it would be Improvident not to
retain In hand every year a consider-
able sum In excess of that required for
reasonable dividends on the moneys
borrowed, as well as the pay-
ment of fixed charges. The dividend
out of the actual earnlnir of the road
paid was 7 per cent, and on the pre-
ferred, 4 per cent. As to the latter It

Is one of those securities of such un-
doubted merit as to command a ready
market at more than par.. Although
bearing only 4 per cent interest, it is
one of the most desirable preference
stocks existing. In this respect It

does not differ from other classes of
the company's fnnded debt.

Comparison With Union Paeifie.

After meeting all these charges on
capital and funaed debt, the surplus
is $17,660,518. In comparison with
other railroad companies, tMs dcea
not appear to be extremely large.
The Union Pacific system in the
United States has shown larger sur-
pluses, but It would appear, however,
from a cursory examination of the
statements of the various railroads
on the North American continent,
that few of them occupy aa fortunate
a position as does the Canadian Pa-
cific Railway company. The total
assets of the Union Pacific amount to
$869,000,000. as con;»pared with $560,-
000,000 4n the case of the Canadian
Pacific railway. Both railways are In
a similr.r position, as to probable fu-
ture developments in the territory
covered. Both will require to make
huge capital expenditures In the
near future. If one will have to do
this to a greater extent than the
other, possibly the bigger expenditure
will have to be made by the Canadian
Pacific railway. The latter road, how-
ever, has not reached that stage of
development attained to by the Union
Pacific; it Is about a score of years
behind it. If It has already entered
the same class as the Union Pacific in
the matter of actual cash surplus, what
will It show 20 or 30 years hence. If Us
business e.\pan<Is at approximately the



aame ratio as it has done during the
past dscade? It la more than probable
that its business will keep on expand-
intr as it has done, and It is quite
probable that its cash surpluses will
continue to swell as they have done
during tba periods of the west's re-
cent expansion and development.

Recent Dividends and Surpluses.
For the past six years the surplus-

es together with the amount paid to
the shareholders of the Canadian Pa-
cific have been as follows:

Dividends to
Surplus Shareholders.

1906-7 I 9,839,006 | 7,800,800
1907-8 6,579,716 8,617.600
1908-9 3.847.161 9,608,800
1909-10 13,89<l.616 10,500.000
1910-11 11.873,242 18,600,000
1911-12 17,560,618 18,000,000

The shareholders have in addition
to receiving these dividends which ag-
gregate $72,427,200 received In the
form of rights on new stock issued
the sum of $68,449,000. It is perhaps,
Incorrect to state that they actually
received that flguxe, but they received
rights with a market value, which
would have netted that sum in cash.

It is oulte evident from the above
array of surpluses that the Canadian
Pacific is doing a very profitable busi-

ness. It Is also quite evident that
with the steady growth of the coun-
try and Its commerce capital expendi-
ture on a large scale will be neces-
sary for years to come.
The last statement to hand fur-

nishes abundant evidence of the busl-
noss health of the company; of its
ability to pay with ease all obligations
on its funded debt. It furnishes also
abundant evidence of its ability to do
well by its shareholders. Apart from
traffic iproflts a substantial emolu-
ment is derived from special income
from land and securities held and
also from periodical hand-outs of
rights on new stock issues that have
netted the shareholders extraordhiary
profits. Under such circumstances it
might be well, in the public interest,
carefully to examine the record of the
compa.iy as to Its payments to share-
holders, and also the record of the
management from the standpoint of
the services it has given to the public
in return for the very extraordinary
bonuses it has received to aid it in
discharging a public trust.

In the succeeding articles this ques-
tion will be discussed; and the next
one will deal with the large profits
shareholders have made out of various
stock issues of recent years.

ARTICLE II

Shareholders' "Rake-oflfs" from New Capital Issues
(WInnlpos Free Preu. Sept. 11, 191».)

If the application of the C.P.R. for
an increase in its authorized capital
is granted and the issue is made on
terms proposed, that is $175 per
share, the profit to the holders of the
1,»80,000 shares would be 949,500,000.
Sinoe 1902 stockholders of the Com-
pany have actually received $59,449,-
OW in the form of melons. This is en-
tirely apart from what they have re-
ceived in dividends. The artie'e fol-
lowing, being the second of a series
discussing the advisability of the Do-
minion Qovernment authorising ad-
ditional capitalization for the Com-M pany, shows hew much the "melons"

^have netted; what proportion of the

proceeds of new issues went into the
read, and what proportion went into
the pockets of the shareholders. It

will be noted that new capitalization
has been as lucrative to shareholders
as it has been of advi;]>ntage to the
road.

We might here review briefly what
shareholders in the Canadian Pacific
railway have received in the way of
"melons" during the past decade. Al-
ready a table of figures showing ag-
gregate dividends received since 190«
has been given. We might now take
a glance at the record of rights and
their proceeds, received In addition
to the dividends, before going back
into the early history of the company,
when the shareholders made extr" -
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ordinary proflta, fully equal to those
of the last decade. An examination
of the record of what they have re-
ceived In the lorm of rigtits alnce
the capital of the company waa In-
creased from $65,000,1 UO to $180,-
000.000 diacloaes reaulta abown In a
table accompanying thla article. The
quotatlona aa to the price of the
atock at the time new capital Issuea
were announced were thoae of New
Tork. The high and low price for the
yeardurlng which the lasuea are made
are given ao the public can Judge for
ttaelf whether the average on which
the calculation la baaed is juat or
otherwlae. Tha flirurea for 1912 It
ahould be remembered, are eatlmated.

It la announced that permlaalon will
be aaked to Increase the capital from
1200,000.000 to $260,000,000. Assum-
ing that the value of the rlghta of the
new atoik will be $15 a ahare on
the baaia of an laaue price of $175,
the propoaed new isaue would put
Into the ahareholders pocketa $29,-
700,000. This la an eatlmate and la
added to show how proposed new cap-
ital Issues hold the promise of a
melon of very unusual and attrac-
tive proportlona.

•

What tha Propoaad Melon Means.
If $60,000,000 of new stock Is Issued

It means that 600,000 shares will be
emitted at a cost cf $173, which oan
be sold at $250 at least. The present
market value ot the shares la $275.
Hut allowing fur a decline of $25,
when the old stock sells ex-rlghts,
$250 may be safely assumed to be the
lowest point the stock would reach.
Ohis Moul'l mean .-; net profit oC fTi,
accruing to a holder of three shares,
or the one new share he would be
entitled to. Anyone buying thla right
for $76 would get a new share cost-
ing $250, « - $176 for the Issue price
and $75 '

, : cost of the rights. The
latter v .herefore, be worth $25
each. To .<3 on the safe side the
price of righU In the table accom-
-panying this article Is set down at
$15 each. On this basis the rights
would net existing shareholders,
1.980,000 X $15= $29,700,000. Taking
the $25 as a basis the amount would
be, 1,980,000 X $25 = $49,500,000.

Obviously Sharaholders Faro Well.
It la quite apparent from the figures

tabulated that the shareholders of
the Canadian Pacific railway during
the past decade have fared extreme-
ly well. It may be argued that al-
though they fared well during the
prosperous years of the present pros-
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perous period, for many yeara they
did not get an adequate return on the
money, and that the larger dividends
and the atock rights being given to
them today compenaato them for the
lossea and the risks they took In the
past. Before arriving at. any conclu-
sion as to this, it is juiit as. well to
peruse the facts; and to And out all

the risks the farly shareholders of
the Canadian Pa^ciflc railway took,
and how much they earned on the
money they employed during tha
early years of the Canadian Pacific
railway's career. To look into these
facta is no mean task, and can be
better dealt with hy devoting a
special chapter to the work.

ARTICLE II

In Ten Years Shareholders Get Over $150,000,000
(Winnlpes Free PreM. Sept. 12, 1(12.)

From 1902 to 1911 the shareholders

of the Canadian Pacific raseivad rijhta

on new atook valued censarvativaly at

159,449,000 and in addition, during
the aama period of tan yeara the div-

idend* aggregated |93,635,S40, making
a total of 1153,084,540, a sum approx-

imately equal *o the paid-up capital

of the Company at th* beginning of

1911. Thia gigantic aum is equivalent

to an annual dividend on th* paid-up

capital from 1892 to 1912 of 11.10 per

cent. Great a* thia earning rat* i* it

I* not *qual to that of th* pr*e*ding
y*ar* of th* Company'a *xp*ri*nc*.

To what oxtMit th* aharahotdor* hav*
«xplolt*d th* •y*t*n< th*y oporat* la

diseuasad In th* artici* following, th*
third of a 8*rl*a daaling with th*

question of granting the C.P.R. r:r-

mls*:;n to Ineraaa* ita capital.

It has been shown that since 1902
the shareholders o' the Canadian Pa-
cific railway received substantial sums
from the earnings of the road, in ad-
dition to exceptionally large emolu-
ments in the fornr. of rights to sub-
scribe for more stock. On a very
conservative estimste as to the aver-
age market value of the rights they
netted to the shareholders the aum of
$58,449,000. There can be no question
us to the cash value of these rights.
They were bought and sold in the
open marl(et. and cash ''ould be had
fur them at the time. In the same
period, that is, from 1902 to the end
of the company's fiscal year la 1312.
the aggregate amount paid in cash to
Ho shareholders was $93,635,540. How

substantial a percentage on t^^ capi-
tal these figures, either those with
respect to dividends or those with re-
spect to rights, represent, may be bet-
ter understood in terms showing the
average earnings per cent, per an-
num.

Procoed* of High Financing.
On the face value of the stock the

dividend from land sales anj railway
earnintjs fronr. 1902 to 1912 incluilve,
averaged 7 per cent, per annum. If
yo 1 substract from the capital th*
amount of water injected Into it In
thj early years of the company* ex-
istence the average earning on the
actual cash paid into th? company's
treasury would be sliehtly mjre.

If we add the amount paid in the
form of premiums on new stock to the
capital of the company, and add to
thj amount paid in the forni of div-
idend}, the value of the rights (|68,-
449,000), it will be found that the
average amount pocketed by the
shareholders annually on each $100
of Canadian Pacific stock, is 111.10, or
11.10 pti' cent.

Dividends from 1885 to 1901,
cant.

» p*r

There are few businesses .n the
Dominion of a corporate character
and enjoyins public priviiegea to so
large an extent she ving a better re-
cord from a shareholder's standpoint.
The figures given cover that period
of the Canadian Pacific's history from
the time it resuscitated, after a lapse
of about twenty years, "high financ-
ing". From 1885 to 19i'l there was no
change in the ancount -' either nom-
inal or paid-up capital ox the road. It
r od at $G5,0!M),000 nominaHy. Al-
tl ough dividends were paid on that
sum, that is 163,000,000, only $29,493,-
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000 of thia amount wma paid up In

oath. From about 188S to ISIS, a
parlod of tan yean, a dividend of S

Iter cent per annum on $(5,000,000 woa
(uaranteed to the rtiareholdera by a
deposit of a aum aufflcent for that
purpoae with the Dominion (overn-
nrent.

In addition to thia dividend the di-

rector's added out of earninga 1 per
cent, ill 1885 and 2 per cent. In 1S91
and 1892. Taking the whole period
durlnrr which the capital remained at
$05,000,000, frotr 188B to 1901. 17 yeara.
the average rate of Intereat on the
nominal capital waa 4 per cent.

But It la Important to remember
that thIa doea not repreaent the rate
of Intereat upon the actual money
that found Its way Into the treaaury
of the company. It la a simple mat-
ter to calculate Juat whi* that 4 per
cent, per annum paid ipon the $65,-

000,000 «s nominal oiipltiil represented
upon the actual fash paid for it

—

$29,493,000. Such a calculation will

show the Interest paid on the real
money paid for the stock by the or-
iginal ahareholdera to be 12.9 per cent.

Enormoua Profita During Conatrue-
tion.

For the period ending 1884 inclusive
to the beginning ot the company's
career In 1881 mformatlon reapectlng
the dlvldenda paid to the company Is

difficult to get. There are scraps,
however, which Indicate that the
shareholders were by no means ne-
glected during the infancy of their
genuinely protltable enterprise. The
contract of 1881 required that the
company should have a paid-up capi-
tal of $5,000,000. The an-.ovnt original-
ly uiilh)iri2«Hl woa $25,000,000. No
aoone. . ho<vever, had the company got
on Ita t-i-l, or rather got Ita schemea
under way, than an additional $20.-

000.000 of stook waa issued and for it

only $5,000,000 found its way Into the
company's lerasury. Further stock was
authorized and $40,000,000 issued, net-

ted the ompany $19,493,000. The auth-
entic inrormatlon which Is procurable
aa to the amount of dlvldenda paid la

in a atatement nr.ade tr the Dominion
government In 1885 by the Prealdent
of the Canadian Pacific at that time.
Mr. Stephen, now Lord Mount Stephen.
He atated that up to the end of 1884
the amount paid to the shareholders
by the Company In dividends waa $5,-

S78,000. ThIa la 21.2 per cent upon
the actual cash paid In as capital up
to the end of 1884, whlc'.i according
to Sir Charles Tupper, waa $25,356,-
828.

Ooubt aa to Extant of Early Dividends.

On December 12, 1S83, Mr. Btaphan
stated that the company paid B par
cent, on the capital during oonatruo-
tion. The law permitted ( per cant.
Accepting, however, the atatement of
Mr Stef>hen to the effect that $5,378,-
000 waa paid in the form of dlvldenda
up to the end of 1884, the return to
the ahareholdera waa very handaoma.
It certainly netted conalderably moro
than the 6 per cent, on the actual
caah employed. In the abaence, haw-
ever, of full Information on that Doint,
the meager atatement made by Mr.
Stephen aa to the rate paid on capi-
tal during construction, and on his
statement aa to the amount paid up
to the end of 1884, will have to be ac-
cepted.

For the period, however, from 1885
to 1902. when the capital of the com-
pany remained stationary, and from
1903 tu 1912, when it was increaaed
from $65,000,000 to $198,000,000, the re-

turna to the shar;>holders have been
abnormal.

Promotara' Profita.

Fi-om 1881 to 1884, the flrat (our
yeara of the company-a e istence

—

during which it would have been rea-
sonable on an undertaking Involving
any risk, to have expected no dividend
—the shareholders were paid by them-
selves in the form of dividends, upon
actual cash paid on stoc'' the sum ot
$5,378,000—or 21.2 per cent. In addi-
tion thiy were paid from the ifund
deposited with the government to
guarantee 3 per cent, on the capital,

$65,000,000, the nominal amount cov-
ering water and caah—In 1884—a divi-

dend of 3 per cent, for the year 1884.

This amounu to $659,564. Added to

that paid direct by the company, a
total is produced of $6,037,664 in divi-
dends for the pericd of 1881-1884—or
24.2 per cent, of the paid-up capital.

During 1881 not more than $5,000,000
was paid up. The company was In-
corporated in February of that year,
and it is quite probable that the caah
was not put up until aome months
later. In 1882 the second issue of

stock waa made at the rate of 25
cents on the dollar. The $6,000,000
cash paid for the $20,000,000 went Into
the treasury that year. During the
first half of the period 1881-1884, not
half the amount paid up at the end
of 1884 waa employed. It would,
therefore, appear that even at this
early date the shareholders of the
company secured not leaa than 15 per
cent, per annum on their money. No
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conclusion as to any iMaer rate can
poisibly b« arrivcJ at. What were
tha actual profit* of the early pro-
motara bayond those referred to la

shrouded In mystery. Inquiries In
parliament at the time for Informa-
tion on that point were never answer-
ed satisfactorily.

Oividanda Out of Capital.

In the period oC construction, when
It waa not expected th t a dividend
would be paid out of capital, facts
show that the shareholders of the
Canadian Pacific who made the con-
tract with the government in 1881
paid themselves a dividend :.omewhere
between fifteen and twenty per cent.
In the next period during which the
company la commonly suprosed to
have been hard-up the ahai !hoIders
received upon the actual money paid
in as canltal stock a dividend at the
.rate of 12.9 per cent. This was the
average of the period 1885 to 1901 In-
clusive. From 1902 to 1912 the share-
holders have recelvea jn.lO per cent

upon the cash paid on capital stock
account.
But these extraordinary dividends

do not by any means cover all the
proflU made by the original holdera
of the stock, or those men who are
very commonly, but very erroneously,
supposed to have assumed ere t risks
in building the Canadian Pacific.
There may be a disposition to regard
this wtiy of looking at the schleve-
menta of the builders o' the Canadian
Paclflc, ..J "hind sight." At the time,
however, that is when the contract
with the government was under way,
and constant applications were being
made to parliament for aid, it was
pointed out by many eminent Cana-
dians that the shareholders of the
company had a good thing—a sure
thing—and something that has turned
out to be Just what they said It would
be. But they objected strenuously to
the liberality or thi treatment accord-
ed to shareholders who provided for
themselves so liberally. '''o« they did
so will furnish abundant material for
another chapter.

ARTICLE IV.

Public Money Obtained to Build Canadian Pacific
(WInnipea Free Pre», Sept. 13, 1912

It is a common impression that the
existence of the Canadian Pacific rail-

way is due to "daring and adventur-
ous financiers" who risked their money
long before the road was believed to
be a commercial possibility. Nothing
is more erroneous. The Dominion was
committed to the building of the road.
It waa one of the conditions agreed to
by which British Columbia entered
confederation. The first 713 miles of
the road was built by the Government
itself and the balance by the Canadian
Pacific syndicate, financed by the
Government. The syndicate's credit
failed and frequent incursions were
made by it on the cash and credit of
the Government. Of the syndicate
the most remarkable thing ie that ita
first step, when its own credit failed,
was to apply the money paid on stock

to securing a Government guarantee
of dividenda. After this waa se-

cured the Government was approached
for a cash loan. They procured it,

and other loans. How the syndicate

was financed by the Government is

dealt with in the following article, the
fourth of a series dealing with the
company and its request for permis-
sion to increase its capital:

From 1881 to 1884 the shareholders
of the Canadian Paclflc ralway got In

dividends alone over flfteen per cent,
per annum on the money they invest-
ed; from 1885 to 1901 they got 12.9 per
cent.; and from 1902 to 1912, 11.10
per cent. This record Indicates ex-
treme care and concern for the pocketa
of the shareholders. To properly ap-
preciate this solicitude with respect to
dividends it Is necessary to review
briefly the successful efforts made by
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the company to have the tarma ofthalr

conU^ct varied, In conalderation of

completlnit the road earlier than call-

ed for. Each variation meant a aub-
tantlal conreaalon to the company.
The latter agreed In 1111 to

build the Canadian PaclHc road
in consideration of ita receiv-

ing from the Dominion Qovem-
ment 2'5.000,000 acre* of land, 125,000,-

000 in cafih and a Klft of the govern-
ment road. 713 miles In length, which
cost $36,000,000. On the security of

the land srant the aovemment In ad-
dition Kunranteed bonds to the extent
of $25,000,000. The proceeds of these
bonds were paid to the company in

agreed mileage proportions as con-
strurtion progressed.

Eiiploiting Country's Credit

In December, 1882 the balance of

the proceeds of these bonds due to the
company and that from the cash sub-
sidy amounted to $31,500,000. Sir
Qeorge Stephen, on Dec. 12, of that
year, writes: "It is believed that this

sum with the proceeds of the capital

Steele remaininK unissued (exclusive
of $10,000,000 which is to be reserved)
will be sufficient for the complete con-
struction and efricient equipment of

the road, and that 1.800,000 acres of

land will be more than sufficient to

extinguish the outstandins $2,700,000

of land grant bonds."

Fixing Dividend for Shareholdera.

A year later, however. In Nov., 1888,

the company wanted more money for
construction purposes. With assets at
their disposal of such proportions, the
directors could not finance their re-

quirements. The credit of the Domin-
ion was. however, sound and tr get the
use of it. Sir Geo. Stephen proposed
that stoclt up to $6,';,000,000 be issued
pre' that the Government gu irantee on
the whole of that amount, dividends at

the rate of 3 per cent. In consideration
of this being done it was proposed to

hand over to the Government

:

Cash down $8,661,733

Cash. Feb. 1. 1884 2,858,912

Cash in five years 4,427,000

fl5,s42,645

Guaranteed Dividend, Then Borrowed
From Government.

And, also, to deposit with the Gov-
ernment the remaining $35,000,000 of

authorized stock. This proposal was
agreed to by the government on De-
cember 7. 1883. In a very few weeks,
shortly after the turn of the year, it

was ifound that the company was

again in dlfflcultiea and again oame
back to parliament with an application
for aid. This time a request was
made for a loan of lil,M0,e0O, that
payment of $2,86S,tlS due In February
be deferred until November 7. 1888,

and that the $1,000,000 deposited as
guarantee for performance of contract
be returned.

Violates the Law.
Parliament, despite vigorous oppo-

sition, agreed to this. Hon. Ed. Blake
on that occasion made a severe ar-
raignment of the company. Of ihe lib-

eral dividends paid, despite the con-
tinued demands for help from Parlia-
ment, he said: "The law says that the
interest may be paid Ounng construc-
tion at the rate of 8 per cent upon the
amount actually paid up; and the
stock being issued as paid-up stock
the company assumed Itself to be en-
titled to pay interest at the rate of 5

per cent upon the amount paid up. I

maintained before, and I maintain now,
that that is an Illegal operation: that
the railway act which is the only au-
thority for taking capital of the com-
pany and applying it in pajrment of
interest during construction, expressly
limits that somewhat dangerous power
to a 6 per cent dividend upon the act-
ual amount paid upon the stock, and
that to agree to pay $5 on every $100
when $46 oi $50 have been paid, is to
evade—not to evade, but really to vio-
late the law."

Money Goes to Shareholdera Instead
of Road.

Continuing Mr. Blake said: "I have
shown the house that the stock of the
company has been emitted at an aver-
age price net to the company at 46
aud upon this they have agreed to pay
interest at $5 on the $100 which Iheans
a rate of almost 11 per centum per
annum payable half yearly."
The opposition to this agreement be-

ing effected with the company was
largely on the ground that the original
members of the Canadian Pacific rail-

way syndicate were not applying to
the purposes of the road all the money
they were receiving and In honor-
bound to put into the road. Mr. Blake
referred to them, even as far back
1884. as having "built lordly palaces
and made magnificent beneifactions."
The company, howevir, got what they
wanted. If their credit wa^ not high
that of the country was.

Another Loan of Cash.

In the following year, in 1886, on
March 18, George Stephen came back
to the government for another loan.
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Thla Uma It was (or tt.OOO.OOO. Acain
tha tovarnmant acoadad to tba raquaat
of tba company. On Juna tha 10th Sir
John A. Maedonald movad that tha
company ba autbortaad to laaua |IS,-
000,000 mortrava bonda; that tha tima
(or tha repaymant o( company'a loana
(rom tha sovammant, acvraratlng
|1I,8S0,»1> ba aztanded to May 7. ia«l,
and that aa aecurlty for $10,000,000 of
that loan the (overnmant shall hold
$20,000,000 o( mortgaca bonda and tba
balance o( the loans t>,880,»12 ba aa-
cured on uniold lands and that tha
loan o( $6,000,000 be granted on the
security of the mortgase bonds.
Up to this point It Is quite obvious

that the great railroad which was to
be the link of confederation binding to-
gether the scattered portions of Brit
Ish North America Into one political
whole was built by public money and
credit This last application for furth-
er aid to a syndicate for which the
highest standing in the world of finance
wag claimed, and which was to relieve
the government and the country of
the anxiety of carrying out an under-
taking to which the young nation was
committed brought forth vigorous op-
position. But the relationship be-
tween the dominant party and the syn-
dicate was impervious to opposition.

Campany'a Futura aa %Mn in 11
It ia from tha work of tha opposition

members In tha Dominion parllamant
of 1886 that Information Is gatharad as
to tha extent the credit of tha Domin-
ion government was used for tha up-
building of an undertaking which tha
fathera of tba confederation praacrtbed
as necessary to the oonsummat'on of
their work. As one of tha leadera In
that patriotic work, and as one who
foresaw tha greatness which this cor-
poration must attain to, and who fore-
saw the power It would have to lay
tribute upon a young but wealthy
country, let the Hon. Edward Blake
tell the story of the most daring, tha
most gigantic "high financing" by
which the Dominion or Its provinces
have been victimised- It is a story
with which every Canadian should be
familiar. The last decade has added
many adopted cltUens to the popula-
tion of the Dominion. For their l>en«-
fit a fairly complete account, at tliU
time, of the part the public played, and
the extent to which it furnished the
cash and credit for the building of the
country's premier railway, Is given. To
remove any doubt in their minds as to
who really risked money or credit in
this enterprise, and to establish in a
measure what that corporation owes to
the country, the opinion of Hon. Ed-
ward Blake will be given In another
chapter.

ARTICLE V.

How Canadian Pacific Promoters Profited
(Wlnnlpcr Vrt Preis, Sept 14, 1»11.)

It is not generally undaratood that
the promotara of the Canadian Paeifio
Railway obtained mora cash from tha
Dominion Govarnmant than waa nao-
aassry to eomplata tha read in ao-
oordanca with tha tarma of tha con-
tract they made with tha Govarnmant.
In tha article of thla aariaa, preceding,
it waa shown hew from tima to time
the ayndicata had to go to tha Govern-
ment to get credit and oaah to help
them out of their difficultiea. In tha
following article it ia shewn that they
actually get mora public menay—

either in the form of outright granta.

of loans, or of gifts of tha public

credit—than waa needed to complete
the line, according to their ownfiguraa.
Their own money waa not riakad, but
so applied aa to gat back to their own
poekata without taking any riak.

It sounds almost Incredible, but,
nevertheless it is true, that at the end
uf 18S4 the Caandian Pacific Railway
syndicate, paid up on stock account,
$24,493,000, and out of this sum no
less than $19,000,000 approximately
was set aside, or actually paid, on ac-
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count of dlvldendi. Moreover. ihU

waa don* at a period of tba ro»d da-

volopment. whan U wm not «9^to4
tbat divldanda would bo paid. But no

eli^ncea—no cuatomary commarciai

baaarda or rlaka—wara lakan. Tnera

la no avidanca of faith manlfaatad by

tha vantura of raonay In tha futura or

tha vaat Canadian domlnlona. On tna

other band there Is abundant evidence

of bold and unreatralned uaa of public

credit for the aggrandlaement of tna

membara of a ayndlcate. which under-

took by tha uae of Ita own credit to

carry cut a contract, and Inctead ac-

compllMed their own purpose by us-

Inc that of the country with tha per-

mission of the party In power.

What Company Qot from Oowammant.

In the preceding article of this ser-

ies, it was shown what hl«h dividends

on the amount of cash alleged to have

been paid-up as capital, were actually

paid. Circumstances under which

they were paid are fully set out In a

spee'^ta delivered by the Hon. Edward
Blake, in June, 1885. Tha occasion of

the speech was an application from

the Company for another loan of

$5.300 003. t'p to that time the Com-
pany had received from the public, as

grants or lonns:

Subsidies »S5-S2!1'SSS
I^oan 22,500,000

Land grand bonds, 1888 HSS'SJS
Land grant bonds, 1884 MSS'SSS
Bonuses and townsttes fSx'Sxx
Earnings 1.560.000

)60,060,0O0

What Money Was Netdad.

When the loan of 1884 v/as asked

the coat of the constructed line was
reported to te as follows:

Expenditure already made $23,078,950

Materials on hand 4,028,604

Required to complete the

contract 27,000,000

Deduct equipment dealt with

later 1.700,000

Total cost of construction.. $52,407,554

Dealing with this Mr. B:ake said:

"That is a plain and clear statement

of the case given to the country by the

government last year (1884). namely,

that $52,407,554 was to be the cost of

building that line In accordance with

the contract, apart from equipment.

"Mr. Van Home since 1884 stated

that Kicking Horse Pass eectlon would

cost less on a temporary basis. As the

l<ne wEJ not to be made permanent

for some :ears $»«0,00« Ism was re-

quired. That raducaa tha coat to

|H,440,0W. On the whole of R C.

Una Van Htraa aayg "»•«»•»
*«>"J.«1

be I4,»0«.0W lea sthan ••«»•«**. ^«
on the north shoro It would bo, ac-

cording to Mr. Btophon. 11,100.000

mora. TlUa >*»voo » »•» "•^'f^®'
11 100,000. Dod ict this from •il,44«,-

000, radueas tha cost of tho line to a

trifle under M0,000,0«.
KquipmanI

"Mr. Btephan wroM on MorA It. Mt,
that tha axponuiture w«, to pecf";
bar «1 previous, $»,1«$,7S5. and that

tbart will be required $1,000,000. mak-
ing a toUl of $10.1M,750 for the inaln

Uno and braaeboa. $8,000,000 of thla

was lia proportion on a mileage basis

cbargaaula to the contracted Use. As
a result of official Information given

by tha company up to January. 1884,

and modified by offlclal documen-a
from that time to June, 1886, the cost

of const-uotlon and equipment was:

For construction "S'SJS'SSS
Equipment '.OOO-OO^J

$68,000,000

Cash from public $80.0«0,000

More Public Mena; Obtained Than
Coat of Conatruction.

"Now I have shown you the cost of

construction and equipment to be $68,-

000,000, and I have shown you the

cash resources provided altogether

outsldf* of the company, provided In

tact by the public, to be $00,000,000 or

$2,000,000 more than the whoe cost ot

construction and equipment, and that

without touching the company's orig-

inal stock. Now, that stock was to be

touched; It was part of the contract

that tte company shoud subscribe

that stock and pay It up In full; I*, was
part ot the contract that that should

be done; that the money should go

into the fulflUment of the contract.

They did subscribe It, and they did

pay It up and put It In the contract,

and therefore that $5,000,000 Is to be

added whldi gives you tha toUl avail-

able assets of the company—of which

the company provided only $6,000,000

—$65,000,000 to meet the expenditure

under the contract of $68,000,000, or

a surplus of $7,000.''0O.

"Now, I Invite your consideration of

these figures, and I Invite those who
challenge them to show In what respect

they are substantially Inaccurate, and

If accurate how It Is that ample pro-

vision In cash has not been made for

every dollar which was required to be

expended to complete the contract up-

on the contract ItseU.
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AdJiU*n«l RM*ur«M.
"Bat. air. I bav« Mitlraly omittsd. up

to ttatai momwit, enormous additional
rcsouroM of tho company. Thar* t«

tho covanunont 4 par cant loan on
aactirltlas. Ttaasa aacuritlea wera
arailabla; thay w«ra sacurttlaa which
mirbt b« uaad In ordar to gat oaah or
cr dlt; thay wara uaed In ordar to
gat credit. In ordar to gat tha govam-
mant dapoalt of t7,SI0,lK>0, and thara-
rora thara la that available aaaat creat-
ed by thia work of $7,3(0.000, 'and In

raapect of which the company obtain-
ed from the government a loan to that
amount."
Then uf r. Blake enumerated the fur-

ther resources of the company aa In-

cluding SO.OOJ.OOO acres of land: tS3,-

500,000 crpended by tha government
on tha road and s-rveys granted to
company; and |S4,600,000 on a capital
of tet.ooo.ooo.

The Nigg*'' ** "^^^ Fanea.

Continuing. Mr. Blake said:

"These tiKures were submitted to

show no cause for embarrassment: no
cause for the temporary loan request-

ed of the aovernment."'
It remained, however, to be shown

what had become of the assets, cash
and otherwise, of the company which
were not needed tu enable them to

carry out their contract with the

Government ; and this was set forth

In these terms:
Mr. Stephen's statement
says all lines cost 132,696,842

MaterUI on hand 3.687,72<>

f56,283,&71
Cost of lines east

of Callander not
part of con-
tract $4,213,758 '

Algoma branch .. 2,269,798
Western branches,

176 miles 2,336,374 $ 8,818.930

$47,464,671

Mr. Blake says:—"According to

Mr. Stephen's statetnent—which Is

Inexplicable to me—$47,464,671 Is left

as the expenditure on the contracted
line up to the 3lBt December (1884).

My opinion Is that that may Include
a large sum for interest and divi-
dends: 4 think that Is the nigger In
the fence comer.

As to Equipment.
"Mr. Stephen's statement Is that It

is $9,168,7.'vO for all lines. Deduct for
the line East of Callander and the
branches, say 670 miles, their propor-

tion. $l.«»0.uou, leaving the expendi-
ture for aqulpmant on tha MM milaa
$7,171,710. That gives ma an a«cr«-
gate of $64,«41,000 for congtruotlOB
and equlpmen t on the contract as
against the receipts to that data ot
$66.(43.000. leaving an apparent sur-
plus of $1,000,000. But that surplus Is

properly subject to the deduction of

$656,000 on Interest account, so far as
I can judge. . . . And even if you
had tha Improvements on Qovemmant
sections to the amount of $1,240,000

you only gat a daHcit of under $1,000,-

000 after paying up to tha handle for

everything that was expanded In tha
contract up to Dae. $1 (18(4). Tha
a.'-sets which produced that result

being entirely public, azcapt tha $(.-

000.000 of the original stock of tha

company, that dellclt of $1,000,000 la

at any rate not embarrassing t>acauaa
a noatlng debt of $3,000,000 to $(.000.-

000 Is customary In such operations;
they said It only became abnormal
when It reached $7,000,000 to $8,000,-

000.

Dividends Past, Kraaant and to Coma.

The ' resources yielded ti;cor I-

ing to si figures:

Paid In ock $24,493,000

aovemmeut 4% loan 7.380,000

Credit enabled them to
$(.895,000

Of which the dedclt of
41,000.000 can be
gtruck off, say 5,900,000

Ordinary resources as
at Dec. 31. 1884 $37,773,000

Less than half of the $37,773,000 Is

accounted for by outside purchases
to the extent of $18,195,264; consist-
ing of ntain line east of Callandar
and branches, steamers, and auxiliary
plant Mr. Blake thuH comments on
this statement:

"Well, that leaves the larger part
yet to be accounted for. I have found
you where $1&,2U0.000 have gone; 1

have to find for you where $19,600,000
has gone; and that comes under the
second grand head of the two grand
heads of expenditure by this company
of Its resources—dividends, dividends,
dividends. The statement of Mr.
Stephens on the subject of dividends
is not, according to my Judgment, ab-
solutely accurate, but I will use it in

the first Instance, so as to state the
amount from his own lips. He states
that they were paid by funds provid-
ed by the company. $3,378,000 in di-

vidends up to 31st December last.
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•14.tl>.000 maktnc an Mirant" 'o'

divManda of |14.M«.SII. I h*v« got

you the tlt.CM.OOO and I think I >>»«•

praottonlly aquarMl th« account. I

think I have practically ahown you

wbara tba |ll,0<K),«00 has «ona—tha
amallar haU of It baa cona In amallar

ouUtda antarprlaaa, and that, tha

largar half, haa gona In divldanda,

paat. praaant and to eoma."

ARTICLE VI.

Burden of Fictitious Capital FalU on Railroad Rates

(Wlnnlp«r ^T— Pr«M. Xpt. I*, itli.i

Tha Canadian Paaifia waa aubaldiiad

by tha Qavarnmant on tha undar-

atanding that it waa not aaing to pay

an aarly dividand. and that for ieaaaa

in dividand, in ita infancy, aharahatd-

ara would ba raoeupad out of procaada

of tha land arant. lut thay took no

ehaneaa, aa ahown in tho proooding

articla. How tho oarly diroctora of

that road "high finaneod" to thoir own
advantage ia told by Hon. Edward

Blako, from whoaa fanteua apaaoh,da-

livarad in 1S85, tha following extract

ia taken.

.Speaklnj on June 17, 1S85, Hon. Ed-
ward Blake said of tno Canadian P.i-

drtc rjiUwBy:
"The law allowa the railroad during

construntian lo pay not exceeding < per

cent If thoy pleaau on the amount ac-

tually paid up in cash, on the atock

that haa been aubsrrlbed for conatruc-

tion. No watered stock <paymenta or

anything that waa net uoUd caah.

What tha Land Grant Waa For.

"Lict ua conalder thia conipuny. Did
it ooci;py .iny axnepllonal poaltlon? It

did. What waa the exceptional char-

aslar and poMtton of thia company? it

T-.-ia this, thct it vk.u aubjidizeil by ttio

Co\einment on thu understanding tiiat

It wan not ».T>ing tu make an early iJi-

vidcnil, but lh.at It was to be recouped
cut of the sale of the landa fcr ita ac*

tua; lo-^ses in the early worka of tha

road. The propositi was not that w>i

furnish monty it iha company to give

aubpcribera whn had stock S, lU, 13 or

ac pi-T ceut. on their money, but that

we were to sive the company In addi-

tion to cash. land, tho ultimate result

of which would rep:iy them for thu

loan of liitf^ieat or dlvid<inda In tho

early morklnj of the road. That wna
the position of the company, a position

aiiolntit tho pHymant of dlvidt-nda out
of onpltai waa racot'ntiad and In which
the source of recoupment for loaadi*

wnK to be 'he fc-reat reaourcoa tha gov-
crrimetit were ijlvinii to the company.

Watered Slock and Railroad Rataa.

"Now the atock waa dxad at fB.OOO,-

000 to be paid up, in actual caah, wlthia
a ahitri lielay, with tha power of In-

creasiufc it to t25,000,000, but I nut^d not
any that when tha f5,000,OUO waJ paid
up 'n full 111 caa.i It would be Im-
ponalblv to put oat tha other ISO.OUO,-

000 at :i (liacount, or on 'tny other
bacls '.han pur, without creiiting an
(nlire revolution in tha achema of

flnnitces of tht> company. The prin-

ciple recognixrd by parliament waai ^at

every dollar of the stock flrat aub-
scribed shuulU b<. paid up In caxh.

tCOOO.i'UO waa P'lld In cash, and if the
company wen: to issue the reat at SO,

those who eo: it would get tha atook
at half the price ot thoae who had aub-
acribed the nrit $5,000,000. No one
thouiTht of mere capital being la^iued,

at any rate, beyond the |S0,000,000 ad-
ditional, S2&,00u,000 waa the extreme
caplUI Ulkad t.t. Wa war* anxious
the capital nhould ba kept duwn, be-

cause the great ohjoct was th«t tixttra

Dbouid be a email dividand to ba paid,

alncfc the burden on the commerce >t

the country was to ba maaauied, iirat

of .all, by the cost of carriage, and
secondly by the dividend; and it wu
vital to IS that the dividend I>earin!;

CHpU.al shoulrl ho Itept dov/n to iho

lowest possible fltjure, so that the bur-
den or the commerce of tha country
might be kept down to the low-

eat possible inura. That being the

prlr.clple ann these being the explan-

ations of parliament, I now address
myuelf to the question: What has

actutiily been done?
"I leave out of consideratlin for tho

moment, the original |5,000,003 becaiiSij

that was ct>niempiated, that waa ar-

rang<!d, that was subscribed, that was
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MUd up tB fulL thftt WMit into tlM
fund: but bMldM that, tb* eoapaay
IMS teMd M«.00«.000 wr^ ABdin
cwumUob wtth Ita atock op«nit(eii«i It

kv ralacd t7.IM.00« frsm tb* tovsni-
mcnt.

What Hl^ Finanaa f»ra4uaaA
"Now I want to know, bavini aUtad

tba mlUlona af atnck that it h4« UauatL
MO,000,MO of B«w atock aad tT.SSQ.OOO
ni(Md tn>m covornmanta in crnnaction
with atock optTBtlonj, -vtaat haa tbat
prodiie*<d.' Tba ort«l>ial atuok of |V>
OCOOOO wi.uld hava raapad ita whola
pront out of tba working aarrinca;
$1,000,000 would bava paid • fair and
raaaonabla dividend durinf tha con-
itniction ou tS,000,000 of capital, and
tbat would bava baan paid out of tba
workinir aiirninga of the road: but that
al'ODilnabIa ayitam of atoek watering;
to wAtch I hava rafarrad. whicb I bava
pointad out in two yeara raaulted la tba
ur.ited StatM, tn tha incraaaa by two
tbouaar.d n)'''io<ia uf tntaraat nnd divid.
and bear.... jcttm and bonUa. whlla
the bettarm. rapraaantad by tbat
1000 millini. . only coat 1,050 millions,
or praotlcnily ft CO of tbIirAtlons for
avery doilnr of real valua, waa to ba
introduooi!. Tha abomlnabla ayatam
which haa daatroyed tha cradlt of Am-
arlPHn rallwnya, which haa rendarad It
imptiaaihia f.«r )ha ordiaary nr.ind, with
ordinary iicqaalntvnce ivlth thlnn, lo
Judre of tha real valua of an entar-
I'nse at all; which even indueaa an
acting minlater of railwaya to talk of
tha coet of a r:tll'v\y svstem hb jaat,-
fOO.OOo whjn It boa coat only a trtflo
compared with thnt amount; that aya-
t*i»i which ron^tra e/arythin? vaffui
and apaculatlve, which givea every op>
Pirtimlty to the diahonnat man to de-
ceive and rull the almple inveator, waa
to be carried out.

Diahonaat Capital.

I'fie principle of an honest paid-up
ft *u*' ^° "** «'ven up. an'l the flrai
ininK that waa done waa to oommen-o
»no creation of this load ot actitlou.i
cifital. They issued to lh<» orlglr.il
proprietors of $5,000,000 of paid up
F!o«.k. $20,000,000 more real'-sing: onl/
JE.'Ji'O.OOO In cash, and they luaued $20,'-
000,000 In atock. Having done that
iht-y icsued $sC,0O«,000 at pricea wbloii
P'-'Ufil the company only ;15,281,754
"1- ur.d*r 61 per cent, of the nomimil
value, and they then rroceetled to bor-
row on, and uliimately to aell, $10,000-
00'.' more selling at a price which netied
Jie company 12 per cent. They thus
produced from the $60,000,000 nominn!
c.Hutal, |24,4J?,000 in cash, or on tlw
whole average, under 41 per cent, of

tha aomlnal valua, and if jrou ebooa* to
threw tn thtt bom-at ll.000,oe«. and ta
put It toitathar witb tbaaa UUitad awt-
tcra. ynu flad that nn laaua of MI.OM.*
000 n.imiBally r»Milaad $n.4IS,0(>«. or
451 oer cant, of tba nonnal valua.

Promatara Taok No Ritk.

"Now, rcmainbar, If you ploaaa, If yoa
talk tf rulnoti.i priea for C.P.R. stook,
wiivn you hear ulk of ri>:ka, when
y'<u hear talk of difflcultloa, wban jrou
liftir ulk of embarrassment J, tbat tna
Miiola ot this atock, tha tirji $6,000,000
ru)<l-up and all, waa iaaaed by thu
conn«ny at pr:cea which renaaad i.t)

per cent of ihe nominal vaiue. On-
incmhflrlhat the original ptoprie ora
r<il their estimates of value up<in nteir
Mhulu holdlnjf by takinr $10,000,000 at
30 per cant., thus averagiu;; for thair
hotUlnr 40 por cent., and itm^mbor
that (he atock baa fluctuated from )'
to SX for a littlM while, up to tl and 03
Now what la KO on a atoc'.{, tha roul
value given, for It la 40? Why. »•
coitntc, when >ou pay SO for \ atock of
whiili the real value la 40, it 1.h an ad-
viiiice of 10, It la a pramium ci 26 per
cctit.: if you pay 60 it la an advan.'W
of ;c per cent., and If you pav SO, th«
price to w hich Mr. Stephen said ba ex-
pt-cted the stocka to advane a. It la nn
advance of 100 per cent, on the 49
shicli was paid, and at whicn he couM
have loUl If his expectations i ad been
rfiillKed. The original proprietors, if
Uu! glorlnua visions in which thay in-
dulRed, and which they expected tha
hcusc to help them real'te, haa baaa
reiilised, having raid $10,000,000 for
$2r.,000,000, would have realiaed 80, and
thus tnken $10,000,000 clean proiU
apart o '.together front the <iuestlon of
interest or dlv4denda.

"Tha Now Flnaneo."

"I am going to Jeai with tha ques-
tion of Interest and dividenda present-
ly, by lUelf, because It Is too large a
question to mix up with capital. But I
am dealing now with the new flnance.
The $tO,0«0 00« of thf oev» flnanco
netted $;:4,500,000. The government
loan tii ''unnectlon witb the st ck w is
$7,380,000, or a total of $3 300.00.
What h38 bi^roma of that $3. .80,0007
Thcrfe la what the company reuiised by
the iSNuc of stock and by a mortsoce,
in connection with Its stock operationa,
cf its aaseta. Irrespective of tbe aalea
of the public landa tha grant of pub-
lic moneya, and the grant of tha pubilo
loan. Now Mr. Stephea stBtea tbat tba
ccmp?.ny Itself paid, not oiit of thi
government money», not by virtue of
the moneys placed In the hands of tl'.o
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government at all, but itself puld. In

di\Mer.ils >ip tn Tfc. 31, 18S4. the B'.im

of $3,I2S,000. Ihe company Itself paid
or. Fob. 1'', 1S86, a further dividend ot

$6B0,)0o, or 1 per c«ni To these Bums
which the company itself ra'd- ""-
throu?'i .'he nii-diunn of t'ae gove'ti-

mcnt. 1 chl the company's deposit
with the government to meet divldeiida,

which amounte.i t^ $15,942,640, and I

aid ils> iho mterest which was paid
and iiUowcd on that item iti' to Feb.

17. 1885. Tl\at Interest amounted to

$31 !..<<«:> for one-half year an J $805,729

for the seoonri. .ind $3»a,S44 for the
third—inal<lnrf an ivRgregate of $916,t87,

which was pro'iaced ' y the meana of

the .leio?it nf I15.«42,e45. Those suma
make a rrand aggregate of $20,9S7,B72,

or In round numbers $21,000,000, al-

ienJi devoted by the comp.my to tho

piirposo of dividends. Now what is tho
short result? They raise by the new
flnance on stocic $24,500,000, and they
havf c'PMiteci Sy the naw finance to

divIUenils $?l,0"0.0on, making $S,500,-

000 to so to the work .vnd $21,000,000 to

go into their own pockets."

ARTICLE VI

No Passing of Dividends in Construrtion Period
(Winnipeg Frf-e PreM, Sept. 17. 1912.)

in ths construction days of tho Cane-

(iian Pacific, whsn contractors wore un-

paid, thorc was no passing of dividends.

Intorest due to Government and wages

due to men were allowed to stnnd but

never was default made in the pay-

ment of dividends to sharenolders.

When the last call was made on the

Government for cash the Hon. Edward
Blake dealt with the comomy's affairs.

The following statement by Mr. Blake

is taken from the aame speesh qustsH

from in the preceding article:

•What is the amount ihoy (Ctually

paid in dividends up to i-'eb. 17 lait,

1885? On the tirht $5.00!>,iiO) of cash
.st(ck they have paid $1,000,000; ) i

tlie $20,000,000, -vhlch ri'i^re-enta $5,-

000,000 cash, tliey have p.iid $2,610,000;

on the $30,000,000 rei>resenting ^15.281.-

000 they have paid $2,640,000 and on
(he $tO.WH),0<)0 n-iTesentinB $1,221,000

they have piid $750,000. or a total )(

$7,000,000 already i>aid in lash to l.s

shareholders by this emlmrrassed com-
pany, which h;is to com*' to u.s for heip

in lis urscnt noed. .xnd having paio

$7,000,000 ill <ash they have dep. sited

with the Government now. at int'resr

at 4 IKT cent., $13,934,572. which with
interest at 4 pi r cent, would sum up to

about $14,100,000 at this moment in

the bands of the government. Xow.
eir, there la the tin.ince. A pi rtion of

that $15,942,645 was paid in l>y the com
fany Itself. How was it raised? it

was i-ai.se.i l>.v the ^ile of thi , sto^'It

.'•I :i price «hi,li makes the divldenilM

on that stock between 12 and l:: per
cent., and it was d.po.=ited with Vm<
Government at 4 ;ier cent, interest to

secure the dividends at 12 1-5 per ceu*.

interest on the very stock and th<

other stoclv. They sell the stock,

agreeing to uive it at a price which
i3 to net 12 1-5 per cent., and they talre

the money aild put it into tho hanlM
of the Government at 4 per cent, and
they sav 'Keep this to secur:; the 12
'-5 per cent, dividends." I ask yju
what is to he expected from ftr.anoe

like this?

Took 120,000,000 Stock for $5,000,000.

"Now, sir. the criminal pro- rie'.ors.

who took the ad litioial $20.000,0i!0.

1 ave on their SS.OOO.COO of cash, for

which they received $20 000,000 of stork,

alreiidy received .")2 per cent, on thii."

capit.ii investment. They got f. r pirt

of the tim(- Ji i>er cent, per annum on
Iheir investment and for the resl 2 >

per cent.

Dividends Before Debts.

They premised themselves a contri

lution of this same divlaend until tbi*

completicn 'if the road, and hontrabi-^

men, luitillin^ heir promise, tiiey keiit

it. So in the dire di-stress of the com-
pan.v in b!st September; they kept it

in the still more dire distress of the

company on 17th F*eb. la'-t. What
mattered it that the contractors weiv
unpaid? What mattered it fh t tho
f ection men on the line, the employees
were unpaid' NVhat mattered it that

thev were embarrassed in every way .'

Ti'eir promise to themseivea must be
observed. Tliey took out the money
.•ui they put that money into the ex-
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tra dividena i>i<rx]uciner these on«ji-
inouB profits, and left the contrectors
and Bi>ctlon men, honest debt* am
everything ela<> unpaid, and destroyet
iho credit of the company. We could
30t ooliect our interest in May. Wo
pave them time to pay it In May, be-
cause vvc; did not want to Interferw
with their use cf the money. In the
prosecution of the work; but they toik
care to pay their dividends, Othounh
thp> w.iulilri't pay u£ our interest.
I'hcre Is ono t;iln« th.it must be done,
the dividend must be paid no mattor
who is left out. Having jiot this 21
per cent, for pert of the time, tnd this
20 per cent. f«.r the rest of the tim ,
they have secured themselves, ny tlil.H

time arrangrment, 12 per cent, for SJ
.vears to come upon the in.-estment.

"Blov.' hlifh blo.v low, ao lit or wtil.
Rivn UT) the road if you like to-mor-
low, Ftm there will be 12 I'er ce:;t.
up to tho end of the eight anu a half
>e.ars. By the end or the ten .veara
lor 'vhioli this arrangement in mad •.

they will have taken on that $5,000,
000, the sum of $7,810,000 apart alto-
gether from the future earnings or
the road, on which the company de
clared just the other day, they ex-
pected to make a profit In the firsf
year, so that, leiving the earnlnL-s
out it will ronay them their whrl
$3,000,000 with lOi per cent. Interest,
until repaid. They are absolutely s •-

cure to Kct back every s-hiiilrg •)f
that l.'i.OOO.OOO and lOi per cent. In-
terest on it under this arrangement,
and to own l>e¥ides in respect of that
investment, 20-65, or nearly 1-3 ..f
the whole enterprise, land and all.
But they say you ought to avera.tre
their investment; that it Is very un-
fifr to deal sepantely with that sec-
ond $5,000,000. I deny that bu' I sha'i
K'l Into the ar-count on the average
investment loo.
".Vow, taUlns: the average on the

*10,000,000 c.ish thoy put in »58,000,-
f'On in honest c.ish, $5,000,000 for
which they pet $20,000,00. Th°v
l.a-e got $.^,610,000 In dividends al-
ready, and they get in 8* ye ,r.s $r,.-
<• 5.000 more, or $10,485,000 of dlv:d-
'tids, apart altogether from the ro.'l
.nd th land and the future .arnlnss
of the road on $10,000,000 rapltal.

ExorbiUnt Returns to Sharahold«rt.
"Now, sir, tliese are the ti^-ures prespect to which I challenge caiitra-

<!!• tlon. If voii put to one side tl.-
•lupstion of a return of the .-apitai-nd assume that the cipltal will t,,^

..niei^entf.' hy 2.^-65 or more tha.i
i-.l of the {'."injidinn Pacifie raiiuny
I'ld its liinds, at the end of t-n ye.n

then their dividends have been in
the earlier stages from 15 to 12i per
cent, on their whole $10.'" ^0,000, and
they are to have 74 per c .i.t. for tho
rest of the term, after the conrplo-
tlon of the road, with the chance at
dividends fr.im earnings to be added,
so that tney will ha\€ more than 1-3
of tl'.e enterprise with dividends al-
ready secured, varying from 15 to 7i
per c-^nt. diirinif the lf> years after it.s

inception.

Th* Third Stock Issue.
"Now as to the othej stock. Thiit

stock realized $19,500,000 r.-'sh for
f40,000,00(. of stock, and it has ob-
tained, and will obtain \n secured
dividends, ;514,390,000 an enorm iin
Interest; and besides th-.t, «o-65, or
nearly 2-3 of the whole '-nierprise.
Now, sir, take the a\era?e date of
the rayments of $29,500,000. I hav
averaged the dates of the pnyment^ it
which tho?e men nut in their money,
r.ni' I flr.l the average date of the
whole, inclii'.in* the origln.Tl |5,010,00'»
w.'is Jan. 16, 1882, and by Feb. 17,
ISS."). or Ir two .ve.irs and on.' montii,
they have received $7,000,000, or IH
ptr cent, per annum orcilt on Hie
whole *L'9,500,000, and the future se-
cured livldends alk/wlng the Septem-
ber 1 i«er cent which they promised
thsmselvo.s—and I have s'lown Hit-
despor<i;s lidellty with w hirh they
have adhered to those promises of
the past--will i:iv6 for th3 future 8
per lent. per annum of profii, apart
from the earnings, up to September 1,
18S.rv. In ali, if y.ui include the Sept.
1S85, and Feb.. 1?R6, extra divldend.s
there will have been paid and provld-
efj f..r div^dc-nils $24,875,000, or a .sum
equal to the whole amount realized
from stock by tlic new finance. They
will huve p;;id $24.,-0o.00O, and they
will have been paid and piovlJed for
dividends, ( veri Including the Sep.
tember p-iynients. Just aboi-t $24 -

50(1.000.

Resources of Company Go To Share-
holders.

"So fi; from thfse resources of this
tompany bein^ ir vested in inside or
outside opcrafion.s, the net result of
the trnnsa('tlon.s has heen ti Invest
money with <in« hand for the purpose
ef taking it out with the otktr. Iii
-sMhstanoc the proeeeds of th'^ stO'M;
are divided anionr the strckholder.-i:
ve are to raise money to balld the
load; and the country is to ;jay tolls
for all time t . ir.eet the sioeii so di-
vided. The company are seeking to
seeure $I,->,OOO.uoO ot additlon.'il capi-
tal to US'' although thev have $14 -
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(00,000 available in the handi of the

Oovernment. The Government are

aakinK th«i permla'lon of tne country
tc rcdiice interest on the public debt

and to create i».n interest charge on
the new capital, while the compn.ny

are sayinB that whatever happens we
must take rire of ourselves, and tlio

Government must take care of us, and
we must lay by a nbat eg? for our-
selves.

Company's Money Should Be In Road.

"I maintain that the prop;>?

place for the companys money is the

company's road. I maintain that v^o

have no right to commend trans-

actions like this, to approve or u<

i ndf-rse tl.em. We never ., itemplated
such nn n-t a« this, ihat millions

upon millions should be smithed, re-
presenting nominal capital of $60,000,-

GOO and an act'inl capital of $14,600,000,

nnd then that we should be called

upon to lend a» out $29,500,0<I0 more
and to impair our recurity, and low-
er our rji>. of interest in order that
the.ie gentlemen shall run no risk at
all but to ensure to themselves larcrv

Interest in the meanwhile and a man-
.igement enterprise subsequently, They
say It will pay & dividend from tho
start. Tt is Just about to start; lot

them tiike their dividends out of their
oariilnirs. Do rot let them do like

the man of old. put their money in a
napkin and bury it in the ground; but
let them put it where tt •will do tho
most srood for the country, put it

where It is dPFllried to go—to where It

belongs."

ARTICLE VI

Foundations of the Company's Credit
I Wlnnlpegr Free Press, Sept. 18, 1912.)

From the time the Canadian Pacific

Railway company completed their

eontract in June, 1886, the record of

their earnings has shown their

ability to take the best of care of

the capital used in the construction

of the road. In the year 1894,

but a small balance was available for

dividends upon common stock, due, no

doubt, to a large increase in .the fix-

ed charges. With the exception of

that year there has always been an

ample margin to pay a substantial

rate of interest upon the capital em-

ployed. Starting in 1886 with their

through line under very moderate lia-

bility, the company had a splendid

beginning, full of opportunities. They

had a continent to serv-j and were

without a rival. Their basis, then,

for financing was of the best, and at

the same time the credit of the Do-

minion as a whole stood high in the

estimation of the financial world. Be-

ginning under auspices so favorable

it is no wonder that the record of

their earnings is a remarkable one,

and one which should enable the com-
pany to obtain all the capital they re-

quire for further roadbed or equip-

ment on terms no more onerous than

those upon which their present found-

ed debt, comparatively light, is at

present carried.

In preceding articles it has been
shown that during the construction

period of the Canadian Pacific rail-

way the financing was done, practic-

ally speaking, by the Dominion gov-
ernment. The actual amount of cash
contributed by the shareholders to

the fund used to carry out the con-
tract made between the company and
the government was Infinitesimal. By
very liberal drafts upon the credit of

the government, money was forthcom-
ing to enable the company to complete
the line between Callander and Van-
couver in 1886. In the fall of that
year the government of Canada de-
clared that the company had com-
pleted its work satisfactorily, and
had carried out their contract with
the minor exception of a short dis-

tance In the mountain section, where
a temporary line had been built To
Insure compliance with the standard
prnscrlbed by the government $1,000.-
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000 In bond^ were reUlned, but other
moneys depoelted with the government
aa a guaruntee for the completion of
the work aa agreed were released. A
regular aervlce had been operated
over the entire aystem since June
28, 1886.

Company's Liwbilities in 1886.

It la found, therefore, that the Can-
adian Pacific railway came Into pos-
seaalon of a railway ayatem which
showed Uabllitlea on June 30, 1886,
according to a retukn made to parlia-
ment aa foUowa:
Capital I 85.000,000
Bonds 28,862,000
Government Loan 9,163,352
Government Bonua 24,539,912
Municipal Bonusea 370,000

ToUl $127,635,264
Theae flgurea, of courae, apply only

to that part of the ayatem controlled
by the company which waa acquired
under contract with tho Dominion
government. It waa, however the
backbone of the ayatem.
At that time the mileage of the C.

P. R. aystem waa Just under 4,000- at
the preaent time It la over 12,000;

1884
1886

paaaengera carried In 1886 numbered
Juat over 1,000,000, whereas now the
figure la nearly 14,000,000; groa« eam-
Inga were then under 19,000,000,
whereaa now they reach nearly
4124,000,000. In 1885 the Dominion
government engineer, Mr. Schrleber,
reported the eamlnga and expenaes to
be aa foUowa:

Oroaa. Expenaea. Net Earn.
$5,760,&21 »4,568.630 $1,191,890
8,348,650 6,124,400 3,224,100

A Promiaing Beginning

Even before completion of the con-
traot the through line constructed un-
der arrangement with the government
promised to be very profitable. SirWm. Van Home, Lord Mount Stephen,
aa well aa the government engineer,
according to the various reports made
by them and laid before the Dominion
pp-llament, were abundantly satisfied
at. 'o the success of the road. In fact,
thfc bright future pictured so often by
the promoters of the Canadian Pacific,
In these early construction days,
had am • Justification in the fig-
ures res

I Ling expenses and earnings.
The balance left as the net earnings
was abundant to pay a very sub-

27 Years of The Canadian Pacific's Profitable Business
Gross
Earnings

Operating
Kxpenses

1886 $ 10,081,803
1887 11,606,^12
1888 13,195,535
1889 15,369,138
1890 16,552,528
1891 20,241,095
1892 21.409.362
'°93 20,962.317

J89*
18.762.167

1895 18,941,037
1896 /0.681,697
1897 - 24,649,635
1898 26,138,977
1899 _ 29,230,038
•1900 _ 14,167,797
1901 _ 30,855,203
1902 „ 37,603,053
1903 43,957,373
1904 46,469,132
1906 60,481,882
1906 61,669,758
1907 72,217.527
1908 ._ 71,884,178
1909 76,818,320
1910 ...„ 94.989.490
1911 104.167,808
1912 123.319,541

•Six months only. Change In financial year.

$ 6.378,317
8,102,294
9,324,760
9,241,302

10,252,828
12,231,436
12,909,004
13,220,901
12,328,858
11.460,086
12,574,016
13,746,769
16,663,606
16,999,872
8,889,861

18,745,828
23,417,141
28,120,627
32,266,027
36,006,763
38,696,445
46,914.218
49,691,807
53.867,748
61,149,534
67,467,977
80,021,298

Net Earnings
and Reclpts

$ 3,703,486
3,504,118
3,870,774
6,127,836
6,299,700
8.009.659
8.623,950
7,951,279
6.767,136
8,033,864
8.618,747
10,644,482
10,898,738
13,380,364
6,289,305

13,042,800
16,044,739
17,123,658
16,904,373
17,059,761
24,042,760
27,667,789
24,446,999
26,262,060
37,176,668
37.818,180
44,402.691

Fixed Available
Charges for Dividends
$ 3,068,041

3,250,263
3,644,361
3.779,132
4,246,618
4,664,493
6.102,018
6,288,697
6,689,679
6,659,378
6,911.976
6,783,366
6,774.323
6,816,676
3,434,244
7,306,835
7,334.826
7.052,197
7,686,096
7,964,065
8,360,644
8,611,766
8,770,076
9,427,032
9,916.940

10.011.071
10,624,937

$ 635.416
253.863
326,423

2,348,704
2,053,082
3,346,166
3,621,932
2,662.682
167,466

1,374.486
1.706,772
3,861.116
4,124,416
6,563,687
2,865,060
6,736,966
7,334,825

10,071,460
8,318,276
9,106,686

16,592,215
19,166,083
15,676,922
16,836,028
27.268,728
27,807.109
33,877,754
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!<tunti:il dividend upon the actual capUiil
put Into the road by the 8hare>>oldera
after paying flxed charg^a. In so far
as the sihurehnlders were concerned
their dividends were secured until
1893 by the arrangement made with
the Diomlnlon government 10 years
previous. The company were, ther«-
fore, unhampered by anxiety as to
shareholders' dividends for the ensu-
ing six or seven years, when they re-
ceived from tl-e government a certifi-

cate declav-ing their contract com-
pleted. After that the company could
not expect to go b«ck to the govern-
ment for such aid as received durins
the construction period. Financing on
their own account and on their own
credit, might l»e said to commen;e
from the year 1886. The ability '.o

raise money on their system, however
depended upon what It could earn.

Cipitaiization Reasonable.

The road was lightly capitalizeil-

Tulilif iMsh was I'Ut in against wator
by the company. As already shown,
the Kovernmenl had provided, grat-
uilousiy. cash, lands and railroad, rep-
resenting a value very large in pro-
portion to the cost of the railway an i

Its ciiuliimcnt. which in 1885 was sft

down as l)einK $101,077,478. That part

of the railroad handed over to tii"

company by tn" government for op-
eration cost $3.'>,000.000. In addition,

the jfovernment gave the company a

bonus of $2.1.000.000 in cash and other
moneys us-ed by tlic company wor.-

larRt'ly secured l>y pledging the land

grant receivcil from the govcrnnrient.

No ir.iluslry (jr enterprise could ;

been subject to a greater extent U-

patcrt- ' solicitude at tiic hand of the

government.

After Construction.

After the completion of its contract

with the government it could no
Ioniser justify itself in approaching
the government for further assistance

nor did there appear to be any need
for so doing. The financing of the
railway from that point onward
ought to have been comparatively
easy. Their only real lial:ility at the

time was a government loan of less

than Jl 0.000,000. mortgage bonds of

less than $30.00,000. and actual cash
paid as capital le.ss than $30,000,000.

The aggregate of the real liability

was ai)proximateIy $70,000,000. and of

this that proportion represented by
capital had securetl to It annup.l divi-

dends at the rate nf over 10 per cent,

until 1893. Out of earnings, there-
fore, the company had fixed charges

to meet on less than $40,000,000. Here
was a promising basis on which to

l>a8e extensive financial operations.

Credit of Canada Always Qeod.

If the company at the time found
It dlfTlcult it could not have been be-
cause Canadian government securi-
ties did not at the time hold an envi-

able position In the estimation of the
money markets of the world. An un-
dertaking backed by this nation,
whose securities were so highly es-

teemed, to an extent as great as ex-
tended to the Canadian Faclflc ought
to have commanded credit in the
world's money markets. The fact of

the enterprise being a national one
must have been some guarantee that
it had in it fair commercial possibili-

ties. If, as a national undertaking, It

proved commercially •"••appointing,

the nation Itself could r honorably
have shirked the responsi^Ulty of In-

suring to those who a'vanced the
money to carry It out a fair return
on their Investment. But from the
time the company took over their

transcontinental line in June, 1886, to

the present time there has been no
doubt as to the commercial success of

the undertaking. From that time there
was ro need to approach the govern-
ment for aid; the financial position

of the company was strong enough
on which to bise Mnanclal operations
for securing money to extend its sys-
tem into new territory and to add to

its facilities for handling increasing
traffic In the growing commercial
centres of the Dominion.

In order to obtain a clear view ot

the c jmpan; '. earnings, and the pro-
fits therefrom, a table lias been com-
l)iled to accompany this article show-
ing gross earnings, operating expenses,
net earnings and receipts. fixed
cliare;es, and the balance available for

distribution either to shareholders In

the form of dividends or for other
purposes.
The obvious conclusion from such a

ffcoid is that the time Is past when
the company need fear any lean year,
or period < t years, though their com-
ing may be accepted as quite certain.
Valances available for distribution
nrovlde am ample amount for reascn-
aDle dividends, as Wtll as for a desir-
able reserve to meet unforeseen re-
iiuiremenls. These may be in the form
of transportation tervlces, as well as
(or lean > during which reasor.-
!tr-.lc dividends may not be earned
This is a very remote contingency.
However, some reserve against it is
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idvihable. How ample are the pro-
'iaiona made against it Is apparent
from the liquid nature of a large pro-
portion of the company's assets. This
sinte of RfTalrs makes It (nilte plain

that to ac(|uire further capital on
the same terms as that covered by
Jixed charges should not present any
difnculty. The need of new captUI
will be dealt with In the next article.

ARTICLE IX.

Increase from Year to Year of the Funded Debt
and Share Capital

' \\ !nril|)fK Kivtf I-rcM. Seut. lli. 1H12. i

In the previous article the earning
power of the Canadian Pacific Rail-
way Co. from the time its line from
East to West was completed, in 1886,
to the end of their last fiscal
year, June 30, 1912, was exhibited. It

is a record that it securing for the
Company's securities a market value
on the basis of a yield of practically
4 per cent., and upon Its share capital
a market value on the basis of 3.6 per
cent., taking the Montreal price of
September 19, of 2/7, as a basis.
Before dealing with the market's

appraisal of the Comf any's securities
with a view to gai ging the pries and
terms upon which furthe capital
ought to be obtained the extent of the
amount required might profitably be
studied.

It will be admitted bv every Cana-
:

in cognizant of the development'Mng place in his country, and in
'"•'"> Pa-rt of it, that much new caiiltal
xit-nditure must be made by rail-
"5^ in fir.ier to kft-n i re \,;ti t.i

y^'^vth taking place, and also to facili-
'p It. No question exists as to tht-

' ^1 of more liberal capiUl expendi-
r- In the future than has taken place

'. the immediate past. During recent
irs the Canadian Patilic h^s not

"11 as generous in its provision of
•lu-rments ard improvements as .cs

:
sition and strength enabled it to be

>.iile declaring substantial Uivid. nds
Its shareholders it has been content
"How in the wake of settlement

'J develoiiment inste-id of prc-'-'iin"
\\ hat however. It has done in the

>t may be measured by the increase,
ade from year to year in the mile-

age, the amounts spent thereon, and
on betterments, and also by the In-
reaaes of Its funded debt and share
capital.

Increased Mileage.
Since 1901 the actual mileage in-

crease has been from 8,358 to 12,548
at the end of June last. This mileage
Includes tha- under construction, that
of other line.<* worked, and of the
C.P.R. system proper, as shown in the
tabular statement following:

r.un
1902
1903
1904
190.'-,

1906
1907
190X
19ii9

J910
Jftll

1912

7,.=163

7,587
7.74>(

8.332
8.5S'
8,776
9,153
9.426
9.87*^

10.270
10.4X0
10.9S3

•r "S

732
734
872
438
438
438
262
261
261

261
291
319

60
324
364
338
48]

923
823
"OS
403
471

983
1.246

8,356
8,646
8, MS.',

9.108
9,487

10,138
10,239
10.396
10..'-,4:1

11.003
11.756
12.r,48

Construction and Betterment.
The annual expenditure on additions

and improvements to the syslein has
averaKed, durlnu- the past five ytars
approximately $20,000,000, This does
not include the necessary <apital ex-
penditure in the form of rolling sKxkA tabular statement accompanying
tliis arlicle ehows the amount expend-
ed on ' jnstruction and iM-tterm.nts
on the (:ompany-.v own and acquired
lines. Keference to it will show that
;apitai expenditure on a larger scale
"as betrft iniidf. from yta. to year, and
It is quite obvious tli.,i during rhe
ensuing decade the average will be
very much hijrher than the past de-
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Twelve Years' Capital Expenditure on Construction

and Betterments

Cotutructlon
on Acquired and
Bnuich Unci.

1901 $2,609,128

Addition* and
Improvommu,
Main Una.

LcaMd and
Acquired LInai.

Total.

1902
190S
1904
1905
1906
1907
1908
1909
1910
1911
1912

143,696
949,120

3,402,669
3,669,408
4.923,697
4,484,974
7,666,714
4,370,406
6,346,243
6,449,078
7,686,609

12,413,189
1,716.280
3,687.648
6,798,121
7,898,206
7,783,030
9,618,979

14,130,303
9,178,764
6,866,307

12,103,470
14,967,264

1746,891
736,286
882,966

1,222,006
1,086,244
767,680

1,662,906
8.177,606
2,219,103
3,412,234
6.976,813
3,732,609

$6,668,808
2,696.211
6.469,734

10,422,786
12,662,867
18,464,207
16,666,868
24,873,623
16,768,272
16,614,784
23,628,361
26,386,382

cade. Provision of new capital, there-
fore, will have to be looked at from
this point of view.

Conipan/« Equipment.

As to the cost of the company's
equipment their statement does not
SW* <1«>iA:l8. It doija, hov.'ever. furnisli
a statement of equipment giving tho
number of cars of various classes and
aNo the number of .iteamcrs. As an
indication of the year-to-year growth
of the rolllugr-dtock the figures In re
spect of licumotives .and frelg-ht cars
arc as follows:

Iiocomotives

IfOl 708
1902 74<>
190': 840
lHOl 93^
1905 1.016
1506 1,109
11'07 1.296
191s 1,309
1909 1,478
•l!>10 1.531
H'll. i,f37
1912 1,820

Freight
Cars
20,i)J3

21,15!>

26,270
28.060
30.101
34,162
40,40.-1

44,632
47,74!)

48,85..>

62,602
61.140

Increases of Capitalization.

Below is gi«ren a tabulation show-
ing the increase from year to year In
the toiul capital and funded debt of
the company. Tha average annual In-
crease diirin;; tho aist five years Is
apiiK.xlinately $26,000,000. The object
of presenting these Hugres Is to show
that, thoutrh the company has failed
to keep pace with transportation re-
quirements, its capitalization has in-
creased 3uh.<itantlally from vear to
year. There is hut litttn dOcibt thai
the ectuul c.isii lindlng Its way int.)
the- company's trousury In recent year*
has been expended economically ami
eftecilv»ly in sn £ .r as It went. To

brin» its system more up-to-date so
as to keep pace with, and aid further,
development larger exreoditvres will
nave to lie made and their proportionsmay be fairly well gauged from the
record given by the flguras following:

Total Capital and Increase over
Funded Debt. Previous Yr.

1891 $161,168,178 $ 6,671.484.
1892 166.467,094 15,313.916
1893 177767,760 11,290,666
1894 179,217,761 1,460,001
1896 180,289,104 1.071.343
1896 184,864,697 4,676,493
1897 187,3»6,6M 2.631.a26
1898 200,616,463 13,119,830
1899 211,626,668 11,010,215
1901 221609,168 10,083,600
1902 223,371,631 1,762.363
1903 245,990,338 22,618,807
T904 269.066.636 13.076,298
1905 266,793,968 7,727,332
1906 286,377,496 19,683,628
1»07 311,89«,663 26,622,067
1908 360,098,377 38,198,814
19*9 371,248,766 21,160,388
1910 381,960.249 10,701.484
1911 418,686,761 86,636,612
1912 439,167,436 20,680,675

It is just as well to acknowledge that
the Canadian Paciflc Railway in order
to meet reasonable demands made upon
it must increase its capital expendi-
ture in the immediate future to a very
large extent. The various tables pre-
ceding all indicate a very rapid growth,
but not a growth more rapid than has
been development and settlement in
the Canadian West and the industrial
growth of Eastern Canada. The Com-
pany's equipment is taxed to the ut-
most the year round. It has no reserve
dt power, of cars, or of terminal facili-

ties. As already pointed out there is

no question as to the need of more
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capital expenditure, but there li a
queetlon M to whether. In view of theCompKnre mafnlflcent future and lt«
magnificent record In reapect of earn-
inga. It la neceaaary to obtain more
capital on terma aubatantlally attrac-
tive aa compared with current prices of
the aecurltlea constituting the Com-
i>any'a funded debt. The tablea above

ahowing the increase In capital ex-
penditures, which though aubaUntlal.
have failed to place the Company"„ a

M'°f«*?. *'f"i'.'"
*" '•»• bualnesa of-fered to It, Indicate clearly that theearnings of the future for aome eirr

will be on Just aa large a acale as tz-e

permit"
'"'""• »"<> equipment will

ARTICLE X.

History of the Various Securities of the Company
and the Market Prices

I Winnlpes Free Pre««, s.^pt. ao, 191:;)

In Article 8 the earnings of the Cana-
dian Paeifio Railway were given.
They shew what a good baaia they Son-
•titute for the excellent credit the
company enjoya. In the succeeding
article the apparent need of greater
capital expenditure waa made clear. In
this article a brief review is given of
the securitiee which the company hae
issued in raising capital and the recep-
tion the market has accorded them. It
IS obvious from t le market record that
the company, .inco it started to finance
Itself, hae enjoyed the confidence of
the money markete.

Shareholdero have contributed todate approximately »200,000,000 in theform of capital stock and premiums
,^'Yf.!.'''®

development oT the road.n addition to that sum there has been

i?ock «fi«QRn?,^
''"•'" °' preferencestock J66,696,097: aa consolidated de-

^'Uurea $153,8*3.706; as mortgage
' .uis $38,648.63.^. 1 he total of thi
u.dod debt is 1259.167.436. A careful

.'e.iich Into the price of these securl-
les from the date they were issued to
hi. present time reveals the fact that

tn..\ have always occupied a very high
Po.-'i ion in the estimation of the In-
\t-iting public.

Preference Stock.
1 he preference stock is the one most

d n?n^
*"'*** *" common, aa It hM todtpend upon earnings for dividends

«l>,ch are l!-nlted to 4 per cent. It

ci'f^l^H^ 'V'^^}° "^"'^ '»«'« Ihat each
ci 3 of the funded debt of the com-
1' "y has been specially authorized by

parliament. In 1893 an act was nh

bell-'ue^
'^^''<=h Preference*'sto*k co°u?dbe laaued up to an amount not exceed.

itLfin'J"^^' °l
">« ordinary stoS out-standing, such preference stock tohave the same voting power aa fi,»

°r„d'«^'-y Shares. The firs't iss'ue of thUstock was made in 1893 at 90 per cent

coif'fhr'*'"''
^"""^ "^^^ the proceedscost the company 4 1-2 per cent m«

unVif^'8if"?„s'h'
'' °'" -" --^e

v^Iue df ?'h« n^ f
•"' ^'^'"' 'he market

nrnvL», >
Preference stock was ap-proximately par. In 1897 a lareeramount was issued, bringing the total

n^ '.r^H^'"^
"P to over »2mVoOO. bunevertheless, the price remained over

thl" nlif»;
"'•'^" 'he average price ofthe preference was considerably bat-ter than par, the maximum amount

n'^M'^r'^-
'"^t '« half the ou?s"anS.

-1 nrC. ;
'he company has issued »31,-

iVAi^.»°( P/«'erence stock, and upon
nnn nn^"?' !'*?*''' **' 166.000,000 only «29.-
000.000 had t.een paid. It would ap-

oaoi as 1901, that the company wajsable to procure what money It desired

With iq<f/''.vf^'"
''?^'^- Commencing

i^.r»J^^
'h^ P*"' ^fence stock waaincreased proportionately with the InT

?h!tf^
common stock, and althoughthese regular emissions were wellkno>vn to the market, their frequencyor their annual occurrence, did notdepress the price. For ins ance be-ween 1902 and 1907 the ow pointouched • r..8 99 1-2 and the high point109. From 190.1 to 1912 the price ha*not declined bUow the 99 1?2 martT

.^bTe^S. " '"^' '''" "^™«' ^"^
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Thla la remarkable In view of the
tendency in recent yeara on the part
of European Inveatora to aak more for
their money. Conaoli and other aecurl-
tlea of equal atandln- have declined
rapidly In face of the general but le-
tittmate clamor on the part of Euro-
peana for better ratea of intereat. No
aecurlty haa wKhotood thla funda-
mental change ao well aa the prefer-
ence stock ul the Canadian Paclflc,
paying only 4 per cent Intereat, and
that not guaranteed. Aa already atated,
the amount outstanding at the prea-
ent time la approximately $67,040,000
which leaves the company In a poai-
tlon to taaue thla claaa of stock to an
amount over $60,000,000.

Conaoiidatad Dabcntur* Stock.

In 1889 the Dominion parliament
gave the company authority to iaaue
4 per cent consolidated debenture
Block, which, subject to pr'or charges
existing at the time of issue, ahal'i
becomo a Hrst charge upon the who!e
undertbking. The act niso prescribes
the purpose for which the proceeds of
this stock shall be used. It could, for
Instance, be Issutd to satisfy exist-
ing obligations. anJ for the general im-
provement of the road. The act, how-
ever, does not tipply to any .if th»
lands which the company is entitled to
by way of subsidy. The stock apiicars
to have been u.sed largely in procuring
other lines and In making 'mprove-
ments to the road. It was placed upon
ihe market .for the first 'ano ui .Vo-
vember, 1889, by Baring Bros. ,ft Co.,
who invited application for £903,376
at 90. This issue aeema to have
heen absorbed .so satlsfa"t')riK- that in
the following year £1,000,000 was
offered by the company ut 97 1-2. The
proceeds of this Issue were applied to
lake up the securities of acquired
companies, to pun-hase sieuniships for
the PacKic sirvice and for rolling
stock. The a( ts of parliament which
have been passed regulating the Issue
of this stock afford the company abun-
dant latitude to apply its proceeds to
the furnls'ilng of elthei rolling stock
or roadbed or transportation purposes.

It mii^ht be here Interesiiug to look
over the record of tills stock .since It

wa.s first placed on the market :it 90
ill London in 1889 down to the present
time. Very shortly after It vvd i is-
sued it sold at over par, and onb dur-
ing one year, that is 1896, one of the
very worst the cf mp.iny hss hnd tn fnrr,
did the price of this stock drop below
par, and then It only reached 99. The
nnrnial price in London has been

around 110. The high point reached
during the paat decade la lit and the
low 104. During the preaent year this
4 per cent security haa not dropped
below 104.

There are very few aecurttlea exlat-
Ing today on a 4 per cent baala that
demand ao high a figure. It la aa high
aa th€ price for correapondlng Domin-
ion government aecuritlea, and much
higher than the price commanded by
any cf the 4 per cent laaued by prv»v-
Incea of the Dominion. Like the pref-
erence atock a considerable quantity
of thla haa been put on the market an
nually. When, in 1962, the capital
atock waa nominally $65,000,000. on
which only $29,000,000 caah approxi
mntely was paid on account of thai
stock, the outatandln- consolidated de-
benturea were $83,542,415. From that
date, that Is In -J02, the amount ot
consolidated debentures hs.s Increaaed
steadily In the same ratio as the capl
tal stock outstanding.
There may possibly be in the variou-

acts of parliament governing and re^
ulating the Issues of thla atock, «oni
stipulations which limit the amoun*
of stock which can be issued. An act
of parliament, however. Is merely tlr^
expressed will of the people, and if

the company can show just cause for
increasing this particular class of s.>-
curity which is so exceedingly populiir
In the market, there ii no act on th-'
Dominion statute book which could net
be changed to accommodate them. It
would apear from the current pri.

.

of this particular claaa of the fundeil
debt of the company that It would 1 •

possible to market It at 4 per cent. .\\

any rate, judging by current marl:. ;

prices. It would he readily absorb. I

If the issue price was made in symr^
thy with existing market conditions.

Mortgage Bonda.
The oi.ly 5 per cent securities issu- I

by the Company are the Mortgat
Honds. The llr.st Issue of this «: s

made in 1885 a d the issue price w -

9.'>. The amo it issued at that tin <

was appro.\ima.ely $15.000 000. Ab. t

9 months later, that is ii April, IS^ ..

another Issue of $20,000,000 was mii. ••

at 104. The price In the open marK .

during the course it lln- same yt :

rose to 107. The ."-fcurity at the b.i c

of the bonds was excellent, but, nevi -

theless, the price of the bonds as d
termlned by the market, indicated tli '.

(hr invj-sting iHiblie had cunliacncc :.

Canada. Xo further issue of secu •

ties was made by the comiuiny un I

1888, when the Dominion parliam. •
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guaranteed land-nrunt bonda, or In-
scribed itock, to the extent of 116.000 -

000.

•ir ThM. thaughneaay and the Land-
Grant tonda.

It la thla iMue to which refereiict-
wae made by Sir Thoa. 8haughneh<iy
in recent atateroent made to the Prean.
He aaya they netted the Company 80.
The laaue wua mude in June, 1888, In
London ut 96 by Meaara. Uaring Bros,
and Company. Apparently that hoi.^«
muat have found their relatlona with
the Canadian Pacific very proHtabU.
If Sir Thomas's Myure la correct they

• made a handsome profit on thla trans-
action. The feature, however, of thla
issue la the fact that London, at thit
lime, was willing to pay 95 for a ae-
lurlty of this class bearing only 3) per
rent Interest.

The foregoing summarizes the his-
tory of thf various xeturltles of t>n;

Company. To Indlcat.- huu atead-has Ijeen their value and how conatani
^"f ./'"t*'w " '*»«" *'y the InvaatinK
public, tables have been prepared toapl>eur in the next article, which ahow
the actual market price and yield ofthe CoMiwny. securities for the past
iO years. Previous to that time, back
to the commencement of the operation
of the through line, the securitlea uapdby the Company were all held In hlieli
esteem by the public.

With this Information before thf
public It can readily be underatooilWhy It Is quite unnecessary for theCompany to Issue common stock bear-
ing a high rate of Interest when In
the past thn^ugh periods of prosperltv
ind extreme depression, their securi-
ties have always been marketable at
prices which netted the Investor ii
moderate hut reasonable rate of In-
terest, much less than It la proposed
that purchasers of new stock shall ob-
tain.

ARTICLE XI.

Market Prices of Company's Securities Net Investors
Less Than 4 Per Cent.

(Winnipeg Free Prem, Sept. 21, 191:'.)

The pracsding articia was devetad to
a briaf raviaw of the history of tha
varioua claaaas of aeeuritias and stocka
tiuad by the Canadian Pacific Rail-
way. Tha actual market price of thaaa
securitiea over a period o* 20 yaara ia

indicated by tha tablaa printed hera-
with. a ia undaratood that moat of
the aacuritiaa are held in Europe,
where ^h» invaator in aatiafiad with
from 3 par cent, to 4 par cant, if t. :

security ia of such a class as that of-
fered by the Canadian Pacific. Thia
would appear to be quite evident from
the market price of the aecuritiaa in
f uestion. With a view to daterm:ning
what price the world- market aata
ipon aecuritiea isaued by the Canadian
Pacific Railway tha aubjoined tablea
lave been compiled from authentic
•ourcea of information.

If the Can.'^dlan Piuitlc KiiUway Is-
K's nv-w common stork to the extent

of $«0.OOJ,0O() at a premium of 7.i per
rent., or 175. the proceeds to the Com-
liiny'H ireisjry would I.o $105,000,000.
It Is very probable, aiid po?.sibly it is
the hope of the Uireclora. that the
present dividend rate of 10 per cent,
will be permanent. Assuming that the
present dIvUlcnU rate of 10 per cent.
"Ill remain In force, the new stock
will bear dividends amounting In the
i.Tgregate to $6,000,000. This sum is
equivalent to .i.Tl per cent. per
annum on the total proceeds,
irinclpal and premium, of the
iroposed i>!^ue. If the same sum,
I hat Is $K),-.,000,000, Is raised by
the issue of preference stock or con-
sflidated liebent rerf, the annual
charge on the hasls of I ner cent
would be $4.l'00,000, or $],8ufl,000 per
vo.'ir less thin by obtaining the money
o>- l.ssue of common stock at 175.

'n tae present state of the money
market K. is doubtful whether so large
a sum a.s $! 0.5,000,000 could be ob-
tained on »i straUht 1 per cent, basis,
-t is not necessary, however, that the
<V.mi>;ttiy shuulci issue the wiiole sum
at one time. With .such a backing aa
the Cana.iian Paeiric has It should not

f



b« dlfflcult for it to ralM vary Urg*
flunu on a baata that would ylald tba
Invaator allRhUy battar than 4 par
cant For tha purpoaa of iliuatratton
It may ba aaaumad that an laauc of
althar prafaranca atock or oonaotidatad
dabaoturaa would ba attractlva on tha
boala of an aamlng o( 4} par cant, to
tha Invaator. Tba totxl funded dabt
of tha Company, approxlmataly t2IO,-
•00.000, la hald by tha public on a baala
of iaaa than 4 par cent. From thla it
la raoaonable to infer that the addition
of $100,000,000 to the funded debt
would be acceptable on a baala of bet-
ter than 4 per cent. On a il per cent.

baala than, tha Axed charse oa saw
capital to tha extant of |iet,00.\000
would ba $4,725,000, or $1,878,000 laaa
than It coat on the baala propoaad for
tha new atock laaue. Tha aavtnif of
from $1,000,000 tu $1,$0«,.')00 per .vaar
in flxad ohariea maana a aubatantlal
oonaldaration In the datarmlnation of
fair bralght raton. To Indicate how
vaat a aum $1,000,000 la aa an rnnuai
charge It may be pointed out that tha
flxed charges for all tha deota carried
by tha City of V Innlpeg ta leaa than
$1,000. )00.

Tha tablea
:nade foUow:

to which reference la

Investment Yields of C. P. R. Securities from 1893 to 1912

Common Stoek. Four Par Cant Preferred Steak.

I
18»3
1894
189S
IBM
1S»7
18M
1899
1900
1901
1903
190S
1904
1905
1900
1907
1908
19»9
1910
1911
1912

o
9
e
E
<

.$ 66,000,000

. 65.000.000

. »5,000.000

. 66,000,000
. 63.000.000
. 65,000,000
. 65.000.000
. 65.000,000
. 05.000.000
. 96.000.000
. 84.500,000
. 84.»00,000
. 84.600.000
. 101.400.000
. 181,680.000
. 146,0il6,0OO

, l.SO.OOO.OOO

. 150.000.000

. 180.000,000
. 180.000,000

90 66
73 581
62 S4 11
621 521
82) 47i
901 701 41
99i 831

100 861
1161 87
1451 1091
1381 1161 61
1351 110
1761 131
1»»1 156
103 140
180 1411
ISSI 166

2011 178 71
247 1951
283 2i261

)4#

|2
K±
<V <

6.3

7.7

8.3

3.8
5.0

4.7

4.4

5.8

5.0

4.2

5.0

4.6

4.0

3.6

4.2

4.4
14.1

4.0

4.5

3.9

•Theae flgurea represent the "high"
and the "low" quotatlona for the years
1902 to 1907 Inclusive.

a 2

1S93
1894
1895
1898
1897

.$ 6.424,00 t90
6.424,000 100
6.424.000 100
8.006,667 100
9.8S0.667 100

1898 20,951.000 101
1899 26.791.000 101
1900 26.791.000 100
1901 31.171,O00tlO8
1902 31.171.000 ....
1903 92.500.000 ....
1904 33.473,383 ....
1905 S7,853.»»8
1900 42.719,999
1907 43,936.M« '109
1908 48,803.332 1041
1909 52,696.6^6 106
1910 55.8il6.866 10«
1911 57,076.666 105
1912 66.695,097 1041

991
100
102
103
102
991

<>•

4.4

4.0

4.0

4.0

4.0

3.9

4.0

4.0
3.P

3.9

3.9

3.9

3.9

8.9

3.!>

3.9

3.8

3.8

3..S

3.'.<

tFpom 1894 to 1901 the quotation
given la the average price at the be
Klnnlng of each year. The quotation
for 1893 is the price at which thi

first Issue waa made In London.
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r«ur Pm- Cwit. CMMlWa««d

Oab«ntur«a.

-^ < I
"»» • H.«t.«76 lOB
j;W 41.m.«T» 1051

JJ»« «.l6a.01» 1031

J**; 4*.U1.»*4 19

j;»2 ««,0M.870 10«

Jf»J «.»«1,867 115
118
ilO
tllO

5 I

i2?S ::::::::•
"•'''•"•*

J*Ji M.MS.OM
l^O* «8.B3M1« ....

J£S« «7.J52.25t ....

J*2i 88.566.817 ....

J*** 8».a08.54» ....
}»*« 101.518,411 ....

J*J3 W«.04B.411 *IU
J*** IIB.667.078 mi
}*?» 1M.J80.188 1081

}?}? 186,711.»ie 111

"J 142.881.4«2 lOSI""
• 158.823.708 10&|

104i
104

104i
107
104i
104

*
S
Jl

_»«

8.8

t.t

S.f

4.0

8.8

8.5

8.8

8.7

8.7
8.8

3.8

8.8

8.8

3.8

3.8

3.8

3.9

8.7

3.8

3.8

'lurlnK the (Ir.t mon<h of each yeSr!

S

"••H«««« iMMa (1»t»).

<•
1»I8 8 48,088,088
]*** *8,0«8.0M

JI2 4«.088.088

III* 48.088.O88

"J2 «.0«8.088

]lll 48,088,0m

J«" 47.288,0M
IWW

]iSil 47.m;M8
J**; 47.»38.0»8

]^l 47.28«,0»«

1^ 47,aS8,0M

}^ *7.M8.08e
>»0« 40.238,088

i»^I 4O.»88,088

}l^l M,M1.M7
J*0» M.841,987

}»}? 39.821.987
" 1 38.848,833
1»12 38.848.833

111
118
no
118
11?
118
lis

till

•114 J04I

ioi' VM,'
ia»i 1041
109 108
1071 1041
108 i 108
106 1021

—*/??*•.."'v."* '••Pr«««nt the "hl«h"

?m ?o' im .„a'v"e!"-
'" ^•'- '^

«iv!nT /.?'' ^" ^••^ '»»• Q«<rtatloni

» nn?»i *,''* ayerwe price at the be-BlnnlnK of each year.

ARTICLE XII.

Comparatively Low Capitalization of the Company
Per Mile of Line in Operation

(Winnipeg Free Pre«i, Sept. 18, 1912.)

In July last the Statist, a well Icnown
and reputable London Finaneiai journ-
al, etated:—
"By keeping down ita capital account

in the manner it is doing, the Cana-
dian Pacifio Railway is able to charge
lower rates and faree than otherwiae
would bo necessary, and at the same
time pay a reasonable r^te of dividend
upon ita securities."
As to the actual rate of intereat

which the Company ;• paying upon "
i

securities reference waa made in the

oreeeding article,

the eame date, tnidi

"The yields afforded by
ties of ths Company aro
follows:

Dividend
P.C.

1st Mortgage Bonds 5
Oobenturee Stock 4
Preference Stock 4
Capital Stock , \ io

These low rates of interest

The Statiat. en

the securi-
in part aa

Yield
P.C.

3.9

iA
4.1

S.8

which
invoetors are satisfisd to have are duo



t« lh« l*w M^taliwti«n 9I th« Cmh-

M"/* r >«d> •*4 thai l*w eapitatiaatitit

it due to the aid whUh it l«M r«Miv«d
frsm the pwblio."

1
<

Qinenilty aiivukinR the c-upltaltMIInn
of a railroad company la judged by
tb« nmount prr mllr. Thai of tha
Oanadinn PhcIAc Railway at tha and
of June, 1912, waa allghtly under |40,-

000 per mile. In tlie report reap«ct-
inc railway aUIUtica laaued by tho
Minlater of Italiway* and Canada, anfl

coverinR the year endinR June SO, 1*11,

It la atntcd that the capital iiablllty

of Canttdian railwaya flood then nt
tl.S»II.OD».701, and the milenRe 2t,tBi.

A calculation made on thia baaia ahowa
that tho capital liability per mile, at
that time waa tK6,82t.

In tho United Htatea the avernKo
capital liability per mile at the en'<

of 1911, RccordlnR to offlcial report

i

made to the Oovernment. waa |69,S4.'i

rer mile. It would appear from than:*

tlxurei that the I'linadiun Tacillc Rail-
way ''ompany ia in a very exceptional
poaltii n in ho fur iia *he amount of
ita capital liability ir mcemed It

ahould be able to give laore and better
lervice at a ieaa coat than rallwayi*
carrying llHbllltieH hu much greater
But tliere are i'«veral rea-
Bori why thp I'unudlan racllic Rail-
way Company haw a comparatively
low capitalization. In reviewing th"
Comitany'a position the Btallat of Lon-
don, in July laat, aaid of the Company
in thia respect:—

Why Capitaliaatiop ia Low.
'The whole of the cat^h uubaldy baa

l»een lieilucled from the coat of roid
and etiuipment, and the whole of the
aum received from land aalea has been
treated in a atmiiar manner. It w!ii
be recollected that up till 19U4 the Com-
pany carried on ita balance sheet as a
liability a aum of $30,T52,U0U recelveil
aa uubsidiea and bunuaea. By Jun>'.

1911, an additional sum of M»,2&li,770
had been received troiii land and town-
alte aale.s, of which $31,116,000 w.ii*

due in respect of deferred payment^.
. . . The Interest upon capital ac-
crues only upon the net coat of the
road after the deduction of the sub-
aidlea, the bountiea, and the land aale.^.

But for this the capital account would
be $82,000,000 greater than It is. After
the whole of the surplus land which
the Comiuiny ha^ for t>ale Is disposed
of, the capital account will benetlt t<>

the extc.it, in all, of about $200,000,000
ftom iarid srant and rsubrlUics. Tu
the extent of the land .sales and sub-

aldlaa the capital account will b« corra-
apondlngly lower than would otherwian
tie neceaaary. In brief the company,
by the wladom of ita policy, la re-
turning to Canaila the whole of the ad-
vantage it has derived from the tM>un-
tie* It haa received and the proceeds
of Ita land aalea. and la only giving
to Ita ahareholdera a reaaonabia re-

turn upon the capital they have ac-
tually aubpcrllted In cash either by
Nubacrlptlon to atock or by appropriat-
ing u vided protlis t> .iplltel y<ir-

poac
Aaqulrad taauritiaa.

The above ia quoted to ahow that
the low cnpitiillaatton of the compiny'i
road la appreciated by an authority In

London'a Inner flnan>'lal circlea. With
ita i-onclualona to the effect that the
compiiny haa returned to Canada the
whole of the advantage it haa derived
from the bountlea it received It la

Impoai'ible to agree. Aa to low capi-
taliaatiop, however, thore la no al-

ternative but to concur in tha Statlat's

opinion.
One aspect of the cdpitallaatlon of

the company'a road ought not to be
overloo'ced, and it ia the proportion of

It devoted to acquiring aecuritlaa of
other roada. In the aaaa*. aide of the
balance-sheet isaued In July laat. the
item of "Acquired aecuritlaa" amounts
to $80.525 353. Another Item account-
ing ( the us\' (f conaldtrable capi-
tal la advances and Inveatmenta, which
amounts to $12,860,997. In vtaw of the
use of capital for theae purpoaea H is

not poaaibie, from the informal Ion

available to the public, to eatlmate
sritlsfactorlly Just what la the actual
ca|<ltal!zailoti per mile of road o' the
company's system. It Is obvious, how-
ever, that It is low. Under auch treat,
meat as the rond haa received from
the hands of the Canadian govirn-
ment it would be very extraordinary
if the eupltallzatlon waa not low.

Advantage of Low Capitaliiation.

With the whole Dominion on the
threshold of larger development, am!
with Us system first in efficiency an<l

having the stiate^iic advantatse <
' ili-s:

choice of location, aa well aa having
a remarkably low capitalisation I'

ought not to be difficult for the
C. P. R. to procure additional capita! m
the must favorable terms. Ita posltloi

in thia respect la fully appreciated b'

the inveatment world aa the prtcea <>'

Its securities Indicate. Comparad wlti

those of other Canadian and leaditu
railroads of North .America on th

31st of August last, they are as fo!

Iowa:—
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Cloalni riaid
Aur It. '11 OB bid
Bid Aaked. orlc*

M
ft

91

CuadUa North«n-
< P.O. D«b«niur«i

CaaadUa Paelfle—
< P.O. Praf. atock
« p.e. Conaoltdated
D«b«nturaa

Oraad Truak—
« p.c. Parpatual Da-

Donturra
Illino;s Cantral—
4 p.c. Gold bonda 100

B«It!mo.o and Ohio—

<*•*•) toil
St. Paul—
4 P.O. Oaaaral Mort-
l««a (1118) tf

Naw York Cantrat—
11 P.O. Qonaral Da-

»>«»ture* (l»»7) 80

100 4.1

100

i«X 101

101

4.0

3.1

4.1

4.0

101

lOB

4.0

4.0

lOSi 1.9

lot

11

4.0

I.I

c'l<i4tna ^teld
Auk. II. 'II. ,111 hid

Northorn P. .nc- '''•• *'*^"*
'

'"'*

* .fiS--
'*^'*"" "•»>

„ <»••») 101
Pannayltraala—

' I' nM'ltdttlad
Mt«a. CM!) tot

Union PaciJlc—
4 no. Plrat BoBdi..iei ... ,

faJta'*ahttj-!f*i"'^ J" ""»• ''»'«har

c5!^«d!:rp'x.fl*'nji''S"p;„%h';'Uh'

"?*h.^t1ir'h' 'V5
"» tSaTaUVo?.-

". ma wcrld. by th« uaa of which It

?Bi«« I
«»'•?* ' »PProxlmataly four,

S?i.**'i "f."** ^•t cant aa propoaadTha adoption of tha lattar pK w^i

[r,Sl rJeiV."! S'^*^^""
">• oblli^atTonlo pay irclKht and paaaan^or rata* to

hSn"ll'"i!;J'^
*'•"*"'•''»" «»••• y" more

« Mvf.'^
"•«;o"ary to ylald a return

"^^'/'"•''"•y '" lh« Inveatint public ofpractically everj country-

ARTICLE: Xlll

The Value of the Company's Exemptions from Taxation
'Wtnnlp«r fro* Prtw, Sept. "r .... >

If tha Canadian Paeifio Railway paid
Uxaa at tha aama rata aa railroada
•n tha Unitad Stataa ita annual bill
wauld ba appreximataly $4,715300. ita
•ontrlbutiona in tha form of diraet
taxaa to tha funda aut of which tha
•xpanaa. of adminiataring tha affrira
of tha Dominion ia mot, amounta to
••~ than VfiOOMO. Ta fully appra-
olata tha valua of tha compan/a ox-

**^.u .r* ?«'"P"'^«»n ahould ba mada
with tha burdan of taxation impoaad
Mpon tha railroada in othar countriaa,
particularly tha Unitad Stataa. In tha
lattar country no laaa than 3.87 par
cant of tho groaa earninga go towarda
taxaa, in Canada tha proportion ia .8
par cant. If it wora peaaibia to gat
•xaot llguraa ahowing to what a graat
•xtant tha Canadian Pacific railway
waa axompt from taxaa impoaad upon
PnvaU anUrpriaoa, it ia quita aafa to
••*uma that thay would ahow auch

1*11)

axamption to hava a valua aa graat aa
that of tho company'a land grant

4„^'7-. "''vllete an entorprlae en-

««dDo1nt"* 'tV VJ"'?}*' 'rotS a credit

MUlwav ?i•..M"K*^•
Canadian Pacincrailway could be judged aa a prfvata

la no't'^i'n!: nT*!!*"*
•*"''"y n»oaklnc U

ba ?ha •«Ji!.*'''*'."' "•'• *'"'0
..«;• **««nPt»ona it enjoya from

.---ii *'" '" <-o'-poratl,.n«. Th«weaplng exf-mptlona rranted thecompany raat on the followin "clauie?

Tax Exemption Clauae.

"The Canadian Pacific railway and
all otatio^a ar^ atation grounda,
workahopa, bui r aa, yarda and othar
property, rollin. ateck and appur-
tenancee requi.-d and uaed for the
eonatruction and working thereof, and
the capital ataek of the comp^n. shaii
b«, forever free from taxatior. by the
Dominion or by any province hero-
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aftar to b« .•tabliahad, or by any
Municipal corporation thoroin."

With reference to thla clause It ml^ht
be said that It la almost Identical with
the clause Inserted in the Act which
validated the contract with the Can-
adian Paolflc Railway Co. of 1872.
That clause, apeclfled that "the said
railway beinsr In fact a public work
constructed mainly at the expense of
the Dominion for the bereflt of all the
Provinces thereof." Here Is a frank
admission that the enterprise was a
public one and carried out at the ex-
pense of the country at larce. The
Canadian Paclflc owes its existence to
the fact of Its being, as this particu-
lar clause says, a public v/ork. There
is between public work ar.d private
enterprise a very great difference. The
one, admittedly. Is concerned with
private profit and the other with pub-
lic advantage. This exemption from
taxation was intended for the public
good, not only during the years of
con.struction, but during those years
when the road had attained to a state
of development.

Winnipeg's Experience.

One of the best Illustrations of the
value of this exemption Is the expedi-
ence of the City of Winnipeg. By a
by-law passed in 1882 all the property
of the company within the limits of
the city was exempted from munici-
pal taxation. The clause In the com-
pany's contract, of course, did not ap-
ply to Winnipeg, Inasmuch as Mani-
toba, In which Winnipeg is located,
was one of the old Provinces with
the sovereign right of tax"t'on. But
Winnipeg desired to hav , n«.w line
locate Its shops within us b >'. ndarles,
and part of the consldr'-attoii for the
company doing so -is e cemption
from taxation. But ai the time the
agreement with the Canadian Paclflc
Railway company was made with the
government the territory which now
comprises Saskatchewan und Alberta
was not divided into Provinces or
given Provincial status. The cities
and towniij^ tht*refore, of the new Prov-
inces will be in identically the same
position as Winnipeg, that Is, unable
to Impose taxes upon property as
specified in the clause quoted. City
ratepayers of these new cities will ap-
preciate the great disability they are
under by studying the experience of
Winnipeg. An examination of the
annual reports of the assessment com-
missioner of Winnipeg in conjunction
with the reports Issued by the comp-
troller discloses the fact that since
the consummation of the agreement

with the City of Winnipeg In 1882 the
taxes lost to that olty amount In the
aggregate to $1,174,202. In detail they
are as folows:

&P.R. Exemptions in Winnipeg.

Assessment Rate
Year. (Exempt. (mills). Taxes.
1883 $1,000,000 10.00 $10,000.00
1884 1,511,000 16.6S 26,127.93
1886 „.... 785,000 20.00 16,700.00
1886 750.000 19.40 14,650.00
1887 1,000,00^ 17.25 17,260.00
1888 1,001,300 17.75 17,773.07
1889 1,001.100 19.36 19,371.28
1890 1,000.000 20.00 20,000.00
1891 1,000,000 19.60 19,600.00
1892 1,000.000 19-40 19,400.00
1893 _.... 750,000 19.60 14,700.00
1894 750,000 19.60 14,700.00
1895 760,000 20.00 15,000.00
1896 750,000 20.00 16,000.00
1897 904,940 20.00 18,098.80

1898 884,940 21.50 19,026.21

1899 884,940 21.26 18,804.97

1900 890,180 23.26 20.696.68

1901 1.000.000 24.50 24.500.00

1902 1,594,000 2326 87,060.50

1903 2,103,700 21.50 45.229.65

1901 2,863,900 17.00 48,686.30

1905 3.686,150 19.70 72.617.13

1906 4.884,500 17.90 87,432.66

1907 5.320,200 16-00 86,123>20

1908 6,070,400 16.00 91,056.00

1909 6,620,200 15.00 99.303.00

1910 7.115.000 10.80 76,84200

1811 7.115.000 13.25 94,273.75

1912 .. 8.115,000 1200 97,380.00

Xotal $1,174,202.92

The figures in the above table do

liot li jiude taxes for local improve-

ments-

Railroad Taxea in the Unit»d States.

In the United SUtes the taxaUon of

railroad corporations during the past

twenty-three years has never been \m
than 2-36 of the gross earnings. The
average has been well above 3 per

cent. The tendency in recent years w
to increase taxation. For the PMt
five year? the average taxation has

been approximately $400 per mile. On
this basis the prairie provinces would
receive ten times as much from the

railways as they do at the prssent time.

To Illustrate how great Is the value or

C.P.R'8 exemption from a Provincial

landpolnt an estimate has been made
o show what the railroads would pay
.o the three western provinces if they

wer» taxed at the same rate

as t railroads of the United States,

that on a basis of $400 a mile. With
this estimate the mileage In each
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province aa compiled by the Depart-
ment of the Interior Is given aa well aa
the exact amount of taxation paid to
each Province according to the report
of <>f Minlater of Rallwaya and Can-
n!.,.

Provinoi^: "T.-. cation of Railroada.

•ANITOBA.
(9ii Mileage 3,796
i9;i Tn};i'8 Cilected $154,783
laxt. 0.; TlO) a mile basia $1,680,800

SASKATCHEWAN.
1911 Mileage 4,202
1911 Taxes Collected $196,971
Taxes on $400 a mile basis . $1,680,800

ALiBBRTA.
1911 Mileage 2.111
1911 Taxes collected $79,019
Taxes on $400 a mile basis . $844,400
The exemption which the Canadian

Pacinc enjoya can. of courae. only be
Justified if the equivalent in value la
remitted in lower freight rates. If
thw is not done then they add vastly
to the credit strength of the company.
Obviously, the relief from so heavy

a burden aa that borne by indlvlluaia
ai'J private enterpriaea muat be a
Bcurcc oi great atrength to thia pubdo
jri Ic* taking. In appllcationa for mco
ca;jital thia special privilege haa a
very important bearing. It must be a
fcieot attraction to prospective iuvos-
tors to have indicated to them that tho
company's '.ast estate in land and tiielr
rrj-periy aa a railroad is not liaol i to
ijxa'.ioii, in the most profitable llol'i

of Its operation. It is impossible to
estimate the value of the tax exemp-
tion of its lands. To do ao is Juat
about as impossible as it l3 to determine
when all of it will become liable to
taxation. Its present land holdings
of over 11,000,000 acres, if assessed at
the rate of as low as 10 cents per acre
V annum, would yield an annual
revenue of $1,000,000. if to this is
added the taxation of their actual
properties on the same basis as that
of private individuals or corporations,
f ) sum would be at least double that,
say $2.20„i000, a sum equivalent to
over 1 per cent, per annum upon the
company's common stock.

ARTICLE XIV.

Cash Subsidies to Branches Acquired by Canadian
Pacific Railway

(WInnlppg Free Prega, Sept. I'S, 191;;.)

Contributions made to tho Canadian
Pacific Railway have taken three
forma, cash aubaidies, land grants, and
cuarantees. So far reference has been
made to the aici extended by the Dom •

inion Government only. The compapy
haa been in receipt of boMusea for
branch linaa from Provincea and Muni-
cipatities as well as from the Dominion
Government. In addition to the ca^h
subvention in eonf'deration of the eon •

struetion of the main line the company
received |10,000,OOC on account of
branchee from the Dominion; approxi-
mately the same amount from Prov-
incee, and over 13,000,000 from Muni-
cipalitiea.

The Deputy Minister of tho Depart-
ment of Railways and Canals. Mr. A
". Campbell, says it is not posaihU'

for obvious reasons to build up a
total showing the money viliie of the
various forms of assistance given to
raiUvay companies in CanaJa. There
lire many dilficulties in the way of get-
tlnK information i\hlch sets out clear-
ly the ma.nit.ide of the aid and its
value to railroad companies, as Mr.
Campbell has found out. Gut there
are available facts which Justify tl'O
conclusion that the aid haa reached
^ast proportions, and that one of tho
chief beneficiaries has been the Can-
adian Pacific Railway Company. Up
to June 30, 1911, the total cash sub-
sidles by the Dominion Government for
railway construction stood at $14a,-
278,071; by the Provinces *3o,919.S60;
end by Municipalities. $1.S.042.822. After
considerable research it was found to
be impossible to ascertain from In-
formation available to t'.ie public Just
what proportion of the foregoing totala
rould be credited to the Canadian
Pacific Railway. What information
is ava!!.ihle, however, la tabi:Jatcd in a



Uble accompanying this ar'VcIe. The
total cash subsidies granted to tho
Canadian Pacinc Railway, traced us
shewn In the tabulation referred to.
amounts to |63,08!<,SS?. If we deduct
from that amount the subsidy given by
the Dominion sovernment on account
of the main line there remains the Bum
of I28.838.8JC oontiubted from ..ther
sources to the company on account of
cash subsidies. If they did not recfcive
the actual cash tley acquired the con-
structed lines in which public money

liad been inveated for the purpose of
acquiring transportation servirea. By
taking over these b.-an'-h lines they
took over the resronsibllity assumed
by them in consideration of tho
bonuses obtained. The •'>bllgatl(in.
therefore, rests i- ion tho company to
furnish service c. these lines at ar
low a cost as is practicable, cnnslatent
with a reasonable return upon rhe
capital the company finds it nacessary
to employ. Figures following cover
(he bonuses paid to June SOth, ItU.

Canadian Pacific
Owned

—

Canadian Central
Lake Temiskamins Colonization .

".

".

North Shore
Montreal and Western ..'.'.'.'..'.'.

Que., Montreal, Ottawa and Occidentkr.
Leased

—

Atlantic and Northwest . . .

Cap de la Madeleine ...
Columbia and Kootenay ...
Credit Valley ]']]
Frederlcton
Ouelph and Goderich
Ouelph Junction

.

Undsay, Bobcayj-oon and Pontypool
Manitoba and Northwestern
Manitoba Southwest Colonization .

Montreal and Lake Masklnonge '.

.

Montreal and Ottawa
Nakusp and Slocan .. .

New Brunswick
New Brunswick and Canada ..........
Nicola, Kamloops and SImllkameen . .

.

Northern Colonization
Ontario and Quebec
Orford Mountain
Ottawa Northern and Western
Saskatchewan and Western
Shuswap and Okanagan
St. John Bridge and Extension .

.

St. John and Maine
St. Lawrence and Ottawa
St. Mary's and Western Ontario
St. Stephen and Mlltown
Tllsonburg, Liake Erie and Pacific
Toblque Valley
Toronto, Grey an-l Bruce
Western Ontario Pacific

Totals

adian' Pacific by the Public

Dominion. ProvinclaL MunicliDal.

$29,750,506 $1,194,129 $72,000

1,525,250 1,479.000
310.335 350.076

1,500,000
361,270 472,566

727,000 25,000

3,888,800 699,192
7.424

88,800
531,000 1,086,000
230,000 80,000

31,000
51,266

185,173 52,600 73,000
215,600

41,280 87,760
192,000 382,210 5.300
121.600

76,000 23.000
:75,000 47.500

300.800 **••<
355,200 96.000
196,000 52,600
192,942 138.884 3.000
950,000 1.242.172 250.000

10.000
163,266

'

6.181
880,000

67,344 '77.996
14,848 13,920

158,871 38,564 76,000
134.016 70,000
14.656 375,282 969,561
60,000 25,000

840,352,515 $9,616,360 $3,120,457



ARTICLE XV.

Land Grant to the Company and Proceeds
Received From Sales

<Wlnnlp»r Free Prew. Sept. 10. 1»12.)

Wh«n th« parliament of Canada
granted to th« Canadian Pacific Rair-
way a aubsidy in tha form of land "
waa with a viaw to providing il with
a raaourco tha eaah valua of which
would accrua whan tha land grantad
waa aervad wivh raiiroada and settlad.
Until it had raiiroada it waa of usa
only ta advanturara, not aattlar»
Without raiiroada and aattlera it waa
yalualeaa, oommoreially apaaking. To
furn.ah raiiroada tha people aupplied
caah and credit. Settlement followed
the railroad and gave the land a com
mercial value out of which an efRoient
tranaportation aarvice could be de-
veloped in keeping with the develop-
ment of tha country. Aa a caah ra-
•ource the land without aeUlera waa
of no account. To make it of aecount.
from a national atandoint, the ooun ry
Pledged ita honor, ita caah and ita
credit in projecting and ccmplatino
the Canadian Pacific. For thia pur-
poae the land wa» coveted by Canad-
>«na. It had no oaah value, bjt thia
land had a national, aa wall aa an im-
poniil value. Sir Thomaa ShaughnaaayMyt: "for aeventean yeara after tho
completion of the railway the land

coveted by anybody and it waa not
.nt.l aftar im that atupendou. effort;and vaat axpenditurea of the company
to attract attention and bring p°.pU
!• V*.'*""'*^' '•-"-•need to bea*

mportln:*;':
''"' -•'» "^^ -important feature in the company'a

t'nmncMl affair..- Making due MoV-

l«im.grat.on-and eucceaaful .(Torta-tc brmg aettler. to Canada, what r.

Thomaa aaya ia quite true. But wha
'':' *"•* '•vote the railway lan^SThe p«,p|, claim their equivalent in••rv.ce. and .hareholder. covit the"
caeh^equivalent in the for. ff Sv"

;rr1'gat!oa'''for ";?
^"^ «t^nditurea on

Pcnse In connection ,7lthth« i^i,**-

the can d, V^r^^^^^^
v:onstru n of «n*^° «xy«n.ie.i in

"lent. The land ^r'^y *"«* 'l"*!'-

tor that purpose iS^ th« "^
""'""•«•»

balance aheet^on the debl? «M«"i.''='",l'':;ear ending June 30 1912 '^^n^'i/'''i-anc and Town Slt-«" i,r„^®
''""

»57 .^38,307. In 1904 -
^^cour-^" '<""

Land Aarata Value,

»100,000,000. Them it ««™ " *" "^W
ty as to the vai^e ^

n",""?^ "•,'*'«'tain

British Columbfa."' sLT ^"^LlH•an?" worth more per ™?e th?„ ^'*
fgrricultural land in the nr!.i; f"o '*'•

Preot to ih, ,l„r,i,„Ta„,. oSSlrerFW
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the aplrlt. If not to the letter, of the
&sreenrient with the Company, it la of
the highest importance that the peo-
ple should know more of the imm^na-i
\alue of the asaeta that would be
diverted from public service if Parlia-
ment permitted such a step. The ex-
latencc of these aaaets, under goci
management, makes the acquiring of
new capital, on moat favorable terms,
a much easier task than It ntherwibf
would be.

Sir John A. Maodonald and Land
Genua.

In endowing the premier trans-
portation system of the Dominion so
bountifully with land, Parliame.it had
in velw solely the provision at a rea-
eonable cost efficient transportntion
service. Sir John A. Maodonald
speaking In 1880, on a resolution he-
fore Parliament deprecatint; the dis-
posing of ianda on any otner terms
than those of settlement, said: —

"I would ask the House who would
go nnd buy land that he could not
fell? .... We have re*«Tv>d
these lands for . . . actual settle-
ment and for the purpose of bi'ililing
the railway; and for the puiposo of
relieving the people of Canada from
the burden of taxation which the work

woula otherwise entail, we have offer-
ed every aecond lot at an una:*;: price,
so that the road may be eventually
built without coating the peoplr one
tiingle farthing which will not be re-
couped. I believe that land can be
made productive under the terrud of
the resolution to complete the whol«
of that road, to open that Immenae
territory, and giva vm a magnlflcaat
railway from sea to aea, without cdd-
ing to the burdens of the paopl*, or
without causing any neceaaltr for an
increase of taxation. We can do It

all by the sale of the lands which wa
hold aa a aacred troat for the purpoaa
rf dpfraying the whola expense of '.l-a

construction of the Pacific railway.
So, Mr. Speaker, I can dlaabuae the
minds of the country, or the minda of
any of the hon. gentlemen who hear
me, of any apprehensions tha: the cnn-
atructlon of the Pacific railway wil*. ba
80 burdenaome aa to be oppressive to
the people, and discouraging to tlie

future development, proaporlty, and
f rowth of the Dominion."

Rumora Regarding Land Aaaeta.

The extent to which proceeds of
land sales are distributed among-t
Fhareholders is the exact measure of

the burden added by so-dolrg to the

What the C.P.R. has Received from Sales of Land Grants
The following is a copy of exhibit c in the company's last statement,

which seta forth the quantity of land it has sold and the proceeds received
therefor:

—

Lands and Townsites

—

13,763,877 acres and townsites sold, amounting to $98,192,095.63
6,793,014 acres disposed of to the Dominion Government in 1886 10,189,521.00

$108,381,616.63
Less expenses, cultivation rebate and 10 per cent, on land grant

bonds retired and cancelled 10,827,665.11

)97.553,961.52
Add—

Proceeda Manitoba So. West. Col. Ry. Land Sales $3,011,279.09
Proceeds Great North West. Cent. Ry. Land Sales 1,001,918.70
Proceeds Manitoba and Northwestern Ry. Land Sales 63,068.89
Proceeds British Columbia Land Sales 1,417,816.08

$103,048,034.28
Less cost of lands purchased from Hudson's Bay Co l,M6,Stl.B4

$101,661,442.74
Deduct:

—

Kxpenditures on irrigation 7,919,614.16

$93,731,828.59
Amount expended in construction of railway and equipment

and deducted from coat of proterty 36,193,521.00

$57,638,307.69
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rl«?i„-"*"i ?' "•* P"»>"C- That SPK-
SSS nf".^!

'*"" """« for the pSr-
POfJ of belns pocketed by the «har«

iuMn^\i'**i^^*^ proposal I. qui,"

Sf^Tec?laTo*„''"»b""'""""
been th«ii ^.?;„ ^^ Persistent hav,.
«^^ '?? rumors as to fuhy Justify

r?th?,
""""orltatlve stateiPent from

Ifreat a public asset to private pockets
L-nd Revenuu Diverted to Pockets of

Shareholders.

.ho-^ .^
•" '*"•* ^»'e» and Paid to thp

cd by the rnmrf i"* '*"' ePO'-t luu.

the company paid 1 per cent per ul,-"

w^?h Sn-?* S""?*""" *l"<^'' Startliw
thi- •-*"" '"c'udlnir 1911. thernald
21 per cent, that is In 1911. from wh ,7
» •"»«« "Spoclai Incomi." "Vnder
of 19?1*?; '.^J'^^S'^f^

'" Ihe statemon?
fJrJ»i%.- '*^>"<Je<l the Interest on de-
proceeds h^tSi',°" '»"? *•'<> vm:o!s

|va,'o"n?h\ S.r°/d '."eSlsTf
}o^h^7pSl .n^c''ro?t;;^"c£S
apart from proceeds from .and»
asf5»/?-^?an^d"''saC-rr(Hhe leasonably argued that thoy hSvSa J'?ht to Docket the land, or to se^regrate from the use of the rubi?P tif-resources that were mean! ror nnb'^?

flcnufes" '^t./*"™
»' tran;p'or?;uo^S" f%.vJS„%ror?bTs*tter'e"st

*?n'

cpy|l rimlL^ t'oThn- ,-rl

p'lr°m?tt2S5
""''"""»' -P'taiiS "o.ir.

ARTICLE XVI.

Value of Company's Unsold Lands and the Company's
opecial Income

Winnipeg Free Prew. Oct. 1. 19ij.)

Out of interest received from se-
curities of other road, owned, from
cash investment. i„ government bonds.

'•nd sales, the Canadian Pacific rail-way IS in a position to take care of

llV^*!!^"'
''•«'•"*"••• d'ht of nearly

1150.000,000 on the basis of four percnt. interest. On . 41 p.r cent, basis
the company could take care of an ad-
d.t.on.l »130,000.000. |„ .dditjon »»
«>«se resouces the company's l.nds
have a market value of $150,000,000 on
a basis of 115 .„ .,cre for those in
the Prairie Provinces and |10 an
-ore f„ tHose in British
Columbia Irrigated land. .v-

erage $33 per acre and some of the
land, in British Columbia for fruit
rai.mg are much more valuable.

«n!r
*''^ P''«"<J'ns article the revenue.

r,il '. disposition, from the sale of
railroad lands was dealt with. In ad-dition to What the company has al-ready disposed of it has left 6,669.681acres of what are termed agricultural

l^mh..*'?'' l'"®'"*^
*"*« »' British Co-

IclT a fi^l" t
Accompanying this art-

lin of th
" ^'''^" showing the posl-

las? or fh'*"''
*'*"*•' as at June 30•ast. Of the revenue from lands al-

inve^ted'T'' °.^ »«!L-^31.S28 has'be*ninvested In railroad equipment It

t^on' of fhe"™'''
*''^' "^- ihT?nten-iion of the company to pursue the
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policy uf devotlnx land Dale nroceeds
to transportation purposes. If that
be the case they wilt have the value
of the landed estate to devote to
much needed service.

Lands Valusd st 9143,000,000.

Last year the average price brought
by the land sold was )15.99 per acre.
It may be assumed that the remain-
ing portion of the land does not grade

up to that which has already been
bought. On the other hand the popu-
lation of the west has increased and
more railways have been built. t>othr.(
which circumstances are very import-
ant factors in enhancing land values.
Tihls applies to the prairie lands.
Those in British Columbia are still

more valuable, Where they are suit-

ably located for fruit raisins their

value is high and that wWh timber on

Position of Canadian Pacific Railway's Land Grants

at June 30th, 1912

T, .
TABLE I.

Canadian Paclilc

—

Acres. Acres.

' Sold to Dominion, 1886 ......V 6.793,014

19,917,388
102.174
209.559

20.229,119

13,763.877

1 Purchased from Hudson's Bay C
Acquired with Alberta Railway,

Sales to June 30, 1912

o., 1911 .

.

1912

13,822,923
59,046J

Less cancelled during year . .

.

Quantity of land unsold 6,465.242
Manitoba Southwesttrn—

' Total grant 1,396,800

1,301,808

320,004

219,657

Sales to June 30, 1912 1,301.822
14I Less cancelled during year . .

.

i Quantity of land unsold
Great Northwest Central

—

^ Total Qrant

::::::.. 94.992

Sales to June SO, 1912 220,074
417i Less cancelled during vear

' Quantity of land unsold .... 100 347
i

Total agricultural lands owned by company....

British Columbia Lands.
Columbia and Kootenay

—

Total grant - -

Acres.
190,000

158,355

3,451,093

334,169

6.660,581

Aerea.

Sales to June 30, 1912 158.414
69I^ess cancelled durin)? \'ear

• Quantity of land unsold
1 British Columbia Southern

—

Total grant
Sales to June 30, 1912 "334.336

161

31.645

LeJs cancelled during year .

.

^^^^^^^i
' Quantity of land unsold

Columbia and Western

—

Grant received
Sales to June 30. 1912 . .

.

102,206
1,680

1,347.905

100,626

3,116,924

!
Quantity of land unsold

TotHi British ""ohimbla lar

1,247,179

ids owned by companyi 4.396,948
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It win also be very valuable. To be

rand.l„'V»f„
»""*"• ^^^ver. the wholelandB In that province may be set

t?^1 * *""" «' »>• P'-o'ent time

inla^nd 'to'bef'"'""'* " '"*'^"' *"»-"

6 660.580 acres at »15 $99.908.71 ;;H. r Lands, 4.395.948 acres
*' '^^ 43,959.43)

I143.868,19.1
A« 8p«eulaters Vi«w Land AsMtf.
This asset Is one that Jias attract-ed very wide attention. In conjunc-tion With others of an exfraord na-v

r«nw«
'"

T'"'^''
*"« Canadian picHorailway enjoys, u has been the sub-Ject Of special, treatment at the handsOf lnve.,tment and stock brokers toprospective Investors It has been

sllreJ'^TfZ °f Canadian Pacificsnares, and Its funded debt securlti^asafe and desirable. The firm of wl.serman Bros, .of New Yor™ IssuYn a

tr.^'?!>r^^"P,"lf/
-J—nJ wlt'h'"rhatmej term hlddon assets" of the Can-

adian Paciric, and which they claim
h?.!!*^*

»-e»Pon8lble for the "prolongedbull market" in Canadian PacMcshares These "hidden" asset." as

Jollowsl
°' ^""^ '"• ""• "" ""'«d uJ

Unsold lands, grand total

v^i?,'!'^'* » V 11,488.995
Value of above per acre .

.

114 fi9
Total value at this price . . |168,000,oyjLand in Irrigation block In-
eluded In a bove total acres 3,000 00

)

Average price of Irrigated
land per acre $ 33.63

"rltlsh Columbia lands. $ 44 427 811
•'ompany'B acquired se-

curities, cost $ 75.979.653
company's acquired se-

curities, par value »125.601.161

tntL't"'**l*
*'' 'he lands the viewlaKen by the brokerage house, whose

iiguren are quoted, is subi mtlally cor-
roct. The Investment world fully ap-
^eclates the position of the Canadian
t^cinc from an asset standpoint. Its
landed possessions, greater than pos-seas^ by j ny other corporation In the
world, are a great factor In placing

Where C. P. R. Gets Fund, to Pay Special 3% Dividend
TABLE II.

Prom Subaiaiary Linn.
Alberta Irrigation Co., Ordinarv «5tn„i. Security. Income
Duluth South Shore Bonds *"^ ®*°'='*

» 8.146.300 |246.?4i"

S^o^B^Har'.^T''-"'^^ H-"way- Bonds ;•.•.•.:•.•.•.•.•.•.•.•

"'gV^'"""
IJO.OOO

Soo Preferred Stock 3.993'.000 169 720Soo Common Stock 6,.161,800 445326Montreal and Atlantic Bonds 12.723,500 890 646St. John Bridge Common ....'. 945,000 174 311Dominion Express Common .
200,000 50,000Mineral Range Bonds ... 2.000,000 180 000Toronto, Hamilton and Buffalo Boiida 1.264.000 so'ieoWest Kootenay Power Preferred StnpU- 271.000 10 840West Kootenay Power ComS"'s?ock\ :

, ,
JJ^.OOO '?;||g

_ 1,100,000 27,600
Total from Subsidiary Lines

"

Interest on Cash Procted^Z^ ''^f
*"*'' '"v.Vm.nt.: »2,328,988

/nttr ^r"
>^?-»« aTd'L\"n's

"^.'^"^^ ^«<^ ^-^--ts ,i.8„.„,

n erist frZ ^°'P^'',^'>^ Government Bonds "

." .' ! «05,140

Interim irZ Hr.H'"l°
««v*™ment Bonds "2.600imerest irom British Consols ... 48,000Interest from C.P.R. f ,rst Mortgage Bends H4;5M

61.612

Balance from June 30, 1911 . .

.

t5.158.58S
2.702,205

pay ^^i^e'rT^nl.Xarit^O^So^o'!"'"^ *° ''''•'''''>'> 'he amount reS^*?^
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the company In th« moat favonbl*
poaltlon to set unlimited capital at
the lowest ponlble co»t. Atainet thU
enormous landed estate there is no
obliration. The money raised
on it in the i>ast through
the arenoy of the (ovemment
has all been refunded. The people as
represented by the government valued
the lands and risked their credit on
them to raise funds for the Canadian
Paclflc. But the promoters of that
road could And no capitalists ready to
accept these lands as security.

Special ineeme.

Since the company placed Its special
incoir.e under a separate bead and
commenced paying special divldenos
out of it the public h:.s had more in-
formation furnished with regard to it.

It will be remembered that out of
earnings a dividend of seven per cent,
per annum Is paid to shareholders and
out of "special income" a dividend of
three per cent. Obviously this special
Income must represent extraordinary
resources, and so it does. Accompanv-
Ing this article is a table which shows
the actual income as well as the
sources from which it Is derived. Fro.n
subsidiary lines the annual revenue is

$2,328,988, and from Interest on cash
proceeds and defered payments on
land, together with intehest on invest-
ments made, the income Is 12.828,797.
These total $5,158,585. To pay a divi-
dend upon a capitalisation of $180.-
000,000 requires $5,800,000. Special in-
come last year, therefore, was not quite
equal to dividend requirements, but
there was a balance standing to its
credit of $2,702,205. With the aid «.f

this sum a balance forward is mado
possible of $2,4«0,790, and it consti-
tutes a substantial contribution to the
fund required for the three per cent,
dividend for the current year. There
does not appear to b-i the slighteat
prospect of the fund e er being short
of requirements necessary to pay thn
three per cent.

Land is selling at higher flgures ani
the company sre partlcularlv active in
turning It to account. Moreover, the
lines which are b« ng nursed by the
company are not h> nny ir.eans a bur-
de to it. Some of them which do not
contribute anything to "special in-
come" will soon do so.

Capital and Spseial Ineema.
The securities listed in Table II. ac-

companying this article do not con-
stitute the whole of those cominK
under the head of "acquired scouritiev
In the balance sheet and which cost tho
company $80,525,358, but only those
from which a revenue is derived. Tho
larg* sum, on the asset side of the bal-
ance sheet representing the cost .it

these securities, $80,626,853, is more
than one-sixth of the entire funded
debt and share capital of the company.
In acquiring control and possession of
the properties listed in the company's
report there may be everv .'ustlflcatlon
from a strategic or transportation
standpoint. As far as can be Judged
from the figures given in the balance
sheet the revenue from these roads,
which have coat so much money, .g
not equal to the capital charges on tho
debentures of the company issued to
acquire them. They may be worth the
money as auxiliaries under control
which divert traffic to the Canadian
Pacific system. What direct revenue
Is obtained from them goes into special
income and frorr. there to the sharo-
holders. The question arises as to
whether further c:apital raised would
not be devoted to the same purpose ci
acquiring control and possession of
other roads, and of making invest-
ments other than building railroads *n
Canada, the proceeds from which no
to the shareholders. Capitalized at
four per cent, this special Income ot
the company would be sufficient to
take care of additional funded debt of
$145,000,000; if capitalised at 4} per
cent it would take care of $125,000,0}0
or twenty millions more than the com-
pany hope to raise toy an issue of $60,-
000,000 at a premium of 76 per cent.
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ARTICLE XVII.

How New Capital Raised Since 1902 has been
Expended

(Wlnnlp«c m«
In tMi yMra th« four p«r ecnt. b«arino

ebligationa of th« Canadian Paeifie In-
er«aMd approximately |125AX>,000. In
tha aam* p«ria<l, the eapiUI bearing
tan pw eant. dividanda, ineraaaad |124,-
OOWOa Of tha low intoroat boaring
•wuritioa approximataly #40X100,000 of
tha ineroaao waa praaumably utiliaod in
•oquiring aocuritloa of othor roada.

Oct. f, J»lf.)

It ia obvioua, thorafora, that the
board of direetora during the meet
proaporoua deeade of the company'a
hiatory have for th. benefit of ahare-
holdera ieauad new ateel* on a wry
liberal aeala. the reeult of which ia to
place on the reveniiea of the ayatem the
burden of carrying tha heavy dividend
on common etock in placo of the lower
rata on the preferred and funded debt.

Capital Operations of Canadian Pacific
Ten Yeara' Changea in Liabilitiea.

TABLE I.

Liabilities

Capltai Steele .loA'^f..,
4 Per Cent. Preference

'

."

: [ :::y- ^^tUtt'^ll* Per Cent. Debentures ..." isj Sm'SSIMortgage Bonds 168,823.706

Land OranT^nda " ! 88.648.688

CuiTent Liabilities
bttereat and Rentals ".'.'.

Cash Subsidies
Equipment Oblljrationg *;'.:::

^ ilpment Replacement FundSteamship Replacement Fund .

RSSfi^i"^"*"*^'^. taprovements.

.

Reserve for Contlncwjcies
Land Sales
Surplus

Railway

23,546,886
1,891,702

1,040.000
2.103,998
6,721,862
8,636,712
4,882,617

67,638,807
72,886,966

Liabilities
1902

172,624,162
31,171.000
68,682,416
t7,288,0&6
16,430,000
6,911,670
1,78G,R66

29,969,688

-f Increase—Decrease
+ 8124,182,459

I'otals

27,660,9(>8

14,186,634

+
+
+
+
+
+
+

86,624,097
90,291,219
8,689,453

16,480,000
17,633,666

388,864
29.969,688
1.040,000
2.108,998
6,731,852
8,636,712
4,882,617

29,877,318
68,700,332

$628,119,545 1310,604,241

T»i. Years' Changoa in Aaaeta.
TABLE II.

Assets

+ 1372,993,261— »66,S78.006

Steamships
Acquired Securities (Cost)

S:??'^'f\.?5l? *"*'"« 'or CompanV

21,838,974
80,625,363
6,378,868Deferred Payment»-on Hand . T."^ 4r468'82?Advances to lines under constrnoHV^- Ji'lS!'??}

Investments
""*' ""*^''' construciion

Supplies on Hand ..".',

Current Assets
,

Government Securities
Cash In Hand

16,664,401
12,860,997
13,017,481
9,828,601

10,088,784
33,628,819

Assets
1902

$230,072,641
3.996,377

39,818,943
1.785,411
7.2X0.935
2.164,473

4.V60,627
8,207.940
230.758

16.227,691

Totals

Increase
In ten years
$162,766,410

17.342,697
40,646,410
4.692,947

34,247,886
14,499,928
12,860,997
8,666,904
<.<20,661
9,S57.976

18,401,128

$628,119,646 $810,504,241 1117,616,806
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If

Prevlouily. Ill Artlclt ». the Krowtli
of the funded debt of the Canadian
Pacific Railway In the past decade In
contraat with the expenaiture durlnR
each of the years of that decade waa
exhibited. In this article a mora de-
tailed analyula of the Company's bal-
ance sheet for the year just closed, 1»12.
with that of 1902. 10 y jarg ago. Is made
with a view to determl Inir In detail
how the company has invested the
monies realized by the Issue of new
securities or that have been earned In
the intervening i>ertud.
The difference between the liabilities

of 1902 and those of 1912 will show
with reasonable accuracy the new
capital received In 10 years, and the
sums accumulated In the form of re-
serves and balances. Table 1 has been
compiled to show what these dlffereiicuM
are. It will be seen that the item-*
of liability which show an Increase uk
KrcKate $372,993,264, and those showing
a decrease aRKregate $55,378,005, the net
Increase, therefore, being $317,615,805.

How Money Was RsIsmI.
The items which show an IncreaFe.mi which afTKregate $372,993,264, In-

'';-.ate in what particular respect the
funds of the Company have increased.
Thefe Items are as follows:—

Increase 1902-1912.
Capital Stock $124,182,4o'>
4 per cent Preference 36.524,097
4 .^er cent Debentures 90,291,2U
Total Capital

Current Liabilities
Equipment Obligations ....

Equipment Keidacement
Funds

Steamship Replacement
Funds

Appropriations for Im-
provements

Reserve for Contin-
Rencies

Land Sale Proceeds
Surplus

$249,997,773
17,638.665
1,040.000

2,103.993

5,721.852

3.535.712

4,382,617
29,877,318
58,700.332

$372,993,264
It will be noted that the Company

during the period 1902-1912. accumul-
ated some substantial reserves, which
appear as liabilities. For the addition-
al liabilities incurred during the 10 year
period, as quoted above, let us proceel
to determine what equivalent in assets
there is to show for them. To do this
it will be necessary to find the differ-
ence in the assets of the Company as
between 1902 and 1912. which is shown
in Tablp 2.

How New Mensy Was t^Mt.
By reference to that table It will

Feem that the difference In the amount
of assets Is $'!17.615.$06. The details
of the increase In assets In 10 years,
from T»08 to 1911. shows how the new
money acquired In that period waw
spent, as follows:—

InerMM In AsMto 1M)2-1912.
Railway and Equipment $152,756,410
Steamships 17,$»l.6»7
Acquired Securities 40.646,410
Properties held In trust .... 4,SM,>47
Deferred Land Payments . 84,247.S>SC
Advances to LIne.i under
Construction 14,499.92S

Investments 12.860.997
Supplies of Land 8.566,901
Current Assets 6,620,661
Government Securities . . 9.857,97«
Cash on hand 18.401,12^

$S17.616,30-<

Liabilities Wiped Out 1902-1912.
In addition to increasing the assets

the Company, In that period, wiped out
liabilities amounting to $56,878,006. as
follows:

—

MortKaite bonds $ 8,689,450
Land Grant Bonds 16,480,000
Interest and rentals 388.860
Cash Subsidies 29.969.680

$ 66,878.00.'->

In the foregoing tabulation of the 10
year increase in assets the Company's*
lands are not included. Nor li any
account taken of the $36,000,000 taken
out of the cash proceeds of land sales,
and put into railway and equipment,
but written off cost of property. A
cursory examination of the Hgures
shows that the Company has not within
10 years Increased Its funded debt to
a considerable extent. The increa^f
in the 4 per cent Preference Stock ami
the 4 per cent. Debentures has be»ii
$125,000,000 In ten years, or $12,600,000
r^r year. Of this amount no less than
$40,646,410 has been Invested In ac-
quired securities. This leaves prac-
tically $80,000,000 for purposes of new-
road or equipment. It is not a large
sum to be raised by a Company operat-
ing so large a mileage In a country
that has been peculiarly responsive.
Canada has produced wealth fast
enough lo make the investment of
every dollar of new capital ve:y pro-
ductive. In fact the complaint gen-
erally made is that the Company is not
keeping pace with the yield of natur-
al riches whicn the road has made
accessible for exploitation.
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The Law Regarding Increa.e of Stock- Conclu.ion
(Wlaiilp** Wrta Pm.. n,, . .».. .(WlamiMf rr«i p,^^ o^, , jjjj J

The CunadJan Pacific RaUway'a
charter provided that the caplui etciji
pi the company ahuuld be $26,000,000

^iMn^l'^* "/ """ *""• '*»>'«»' could bo
aiapoaed of on euch terma aa the dl-
reciora mlsht decide. Already thefacta reapecllng price, at which theaubhurea were aold have been given. The

fn M,^**
'*»"» <:«P»ia» •lock from time

lo llnie can be Increaaed. aubject tothe awrovttl of Ita aharenoldera. anu
.*-;!!l,

'.!*• ^?'»!!e'>t o' the Qovernor-ln-
eouncU. Under that Act the capital

Tiv^ K*" "'"'1 1° 1100,900.000. Ill
1884. by an Act of the iwmlnlon par-

to IIOO.OUOOOO. of Which 66.UOO.000

Z^.Jf'"''!!^''"^ $36,000,000 waa Ue-pokled with the Dominion Govern-
^n^i' i" ^"f ^""•'wlnB year. 1885. the

lou^r. J***"^"'^ *"" '^« l>oni«ilou

^ened JnS'"
*^" "[**«««** '« "» *-•'»"-

h?bi.« 1

°** *"'' **"**»*' *»•"• *»• pro-

of n«,.
"°"^" '"» •»•«*»» authorityof parliament waa obtained. No fur-

nf ^^^Iff'^J***",
'•eapectInK the iaaue

of atock took place until 1892. By anAct paaaed in thai year the compel.

y

was empowered to Increaae ita cap-
ital stock with the conaent of the
Uovtrnor-m-Council aa provided "y
Section 85 of the Railway Act
Conditions Attaehod to Authorization.

so'^/.T"''"*??"'"' •*' ^^'' provision In

MrfSn t' " .concerned the Canadian^aclHc waa ehecled In 19U2, upon thewcaalon of an application by the Can-adian Pacific Railway company to in-creaae Its capital stock by $20,000,000.inu special Act s.ipulu.ed that thestock could not be aold at less than
ts par value, and tUso provided thathe new capital, no matter how dis-
posed of, should not be deemed cap-
lal expanded In the construction of

^l'"*"^*^ ""''«' that section of the
J°irP*"f » cnarter relative to the con-
trol of the Oovernment over the rates

nlJ J^'^'^F^"'"'
^"e'" "8 earningpower has Increased to the extent of

10 per cent on its capital. Since that
• ime various orders in Council havebeen Uaued authorising the Increase,

S.^'^^k" '""•'• "' "••' company's
capital. They are as follows:

Ordora>in-Couneil Itsuod.

Making
Total or

$ 85.000,000
110.000.000
150,000.000
200,000,000

Authorised

I n«:~^*" "*'>'• $20,000,000

.„2i~"'""* ''• 25,000.000

J^Sf"^*'''- >". <0.000.000

lu "*""• ". 50.000,000

oJ««,
««>";9Me of the capltai""i[o"t'hi

Thoi». «K
'•"•OOO.OOO, Which Sir

i>ring the total up to $260,000,000.

Why CenMnt of Gew«rnor-in-
Council is Roquirod.

There can be but one r-j'-pose In

ncre^.«5
'allroad corporation can be

nurno«« ..
°'""""''.'"'-'" Council. Thatpurpose is to regulate the capltallia-tlon In the public Interest. This is not

ft mere formality, m 1902. when the

7a^s mid«"f°' **": Canadia^ Pacific

Hal sT^t fS"" ^" '""ease In Its cap-
ital stock, the Oovernment laid down
.ordrfe'IL^lH*"*' " co'uld not bSOld at leas than par value anri an."•^er imporunt condition relaUve to

c^4riv"*X? m' II:^"- " " theie^ore?

the r„v«V^« aovernor-ln-Councll or

sent^intir"'"*!'.*'
*° 'vlthhold Its con-

,^ .
"nt" parliament has had an od-

or l!"!'*" °i.
"^''"nif "« to Vh".Z-

To aut'hoHL^'l'°"%'"'°"'«' ''« '^"aohei
10 authorization of new capital.

What tho Price of Mew Capital
Should Be.

X"c'^o's"t''^I^*'»"^|'»'«'-"'?P-

the Company's funded debt, so fir ha,been obUlned on the basis'" f%'' ^r
« c^.t^'-^^r;^ t^ -r-J- S«ohanges I. healthy at a pJlc^^whl^h
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do«i not ytoid to tho In/oitor a full
4 p«r MBt Th« p«opl« of Caaate
hould not t>« oallad upon to pay
freight ratM hlghor than la noeaa-
nary to pay thia rata, that la 4 par
cant, upon tha now capital roqulrad
for tha axtonalon of tha eountry'B
traniportatlon yatam or that portion
of tha ayatam oparatad by tha Can-
adian Paclflc Railway company. At
tha praaent tima tha fundad dabt of
tha Company la, comparatively apaak-
inf. low in oomparlaon with tha ahare
capital. Tha flxad charcaa of tha
Company for tha year ending June
loth laat, amounted to 1.6 per cent
on the groaa eamlnga. it ! doubtful
If any other railway of Importance la
the world holds a poaitlon so fuvor-
abla. One of Its near rivala In thIa
respect is the Oreat Northern raIN
way, the Hxed chargea of which are 10
per cent of gross earnings. In view of
thIa fact it would seem to be quite
unneceaaary for tha Canadian Paclflo
Railway company to tsaua new stock
bearing 10 per cent Interest to be
taken out of 'he pockets of the pub-
lir Instend of Issuing securities upon
which only 4 per cent would have to
be paid.

Company'a Flxad Chargaa and
Earnlnga.

Just 10 yeara ago, in 1>02, the Axed
charRes of the Company amounted to
19.8 per cent of the gross earnings.
Five years later. In 1*07, they ware
reduced to 11.7 pe.- cent, and for tha
laat flKcal year, as already atated,
8.B per cent. If we compare these
with the amount of tha gross aam-
InRB required to meet the dividenda
declared by the Directors there haa
been. Instead of a decrease, a steady
trend In the opposite direction. In
1902 dividends absorbed 8.3 per cent
of the gross earnings: in 1907, 12 par
cent; In 1912, 14.6 per cent. To Indi-
cate how steadily haa been the In-
crease in payments made to share-
holders as compared with the amount
required to meet fixed charges tha
flgures are tabulated aa follows:

Proportion of Oross learnings.
Tear. 1902 1907 ISIS

Fixed charges ...19.S 11.7 8.6

Dividends 8.8 12.0 14.6

Causa for Haata.

It Is doubtful If ever the company
will have a statement to present to
investors more attractive than that of
the laat flaea! VMr. It shows rreat

raaarvea such as to make It quite un-
necessary for tha company to diaplay
any haata or anxiety with regard to
the Immediate procuring of now capi-
tal. For any axpandlturaa, of which
the publk> have knowledge, there does
not seem to ba need for new capital.
Tha company has a large surplus In
cash, haa a large land estate, and has
a credit equal to that of the Dominion
government ttaelf, any or all of which
would enable the company to flnanoa
tremendoua undertakings without re-
quiring authorisation from the guv-
ernor-ln-councli for permission to in-
crease Its capital.

How New Capital Can la Raiaad
It haa power to Increaae Its pre-

ference stock to half the amount of
Its capital. At present of the former
there Is Issued 566,696,000, and the
caplUl Is 1180.000.000. There is a
margin here of 125,000.000 which oould
be Issued on a 4 per ct-nt. baala with-
out further legislative authority or
permission from the govomor-ln-
councH. It Is possible, also, for the
company to lasue debenture stock on
a large aoale, and this would only
bear 4 per cent. It need not be re-
iterated here how strongly these secur-
ities are esteemed in any money mar-
ket. That has already been abun-
dantly demonstrated. It Is quite ob-
vious that to Issue new de(benture or
new preference stock would f^avo a
leas Injurious effect upon tb* com-
pany's credit than the issue of a cor-
responding amount of common stock.
One bears Interest at 4 per cent and
the other at 10 per cent.

Where the Spaeulatar PwMta.
It may be argued, tnd it will l»r.

that upon the preference and the iw-
benture stock p dividend Is guaran-
teed, whereaa no guarantee accom-
panies the capital stock. Wbether the
written guaraataa aeeomiM^ag the
company's stock or not, the nwrket wil'
Immediately put a price on It that
will yield the Investor snit 4 per cent.
Speculators will acalp the profits of
any higher rate. To laaue common
stock at the preaent juncture in the
company's history cinnot be regarded
as other than hlgh-hai^ad exploita-
tion of the company's resources for the
benefit of the sharehoMers. To per-
mit It will show a ruthless disregard
for public IntereaU.

The Position of *hm Frae Pros*.
On November 8. l»99. the Free I'less.

on the occasion of the aanouncement
of the Canadian Pacittc issue of $30.-
000.000 of new stopR. stated that the
m.^rkct price or ri« ights under the
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-y thi. m«ih^ ^ lln.«.l„g »h.
•.t-ral Mrnina P^Wr .f th« rillw.y

*L"!?
•• ••"»"'*'^ *• •»•• publio n«r la

1«J r*'.!!!
•* *"• ""^••' *»^ •••«•

P«"y by this method fr«m th« troa.

thTJ J^^J^. "'^ oanaWaratlan .f
*»•• baard of diraotors la not tha build-

i'tJl! k!I?
••'"'*''y ' *»•• P~vi.ion

withi- u
^•••''•P-rt-tlan faoiiitla.

within ita powar at a roaaonnblo eoat.

J.-LV" **" --^ •' *- •»••-

Why Europ. Haa ConlWanoo in C.P.R.

Capita. ln"r.r« '*^u«M uT,
?;"*"

Domlnlo... What corporation In theDomnion of Canada l. m. better

in !h« --^JP" Canada haa attained to

1« **^"'° ' ^of »»>y purpooa of thla

cZ^V^ I'n^""-^" «w.yX.*n M-

t?e"ku?o'.:a"r '•• ^^-nSda'^^r'^o'f
inS S^""^*" Inveatora in Canada dur.

capital very productive.

Capital aoaica Empleymont with C.P.R.

thlVuBTn^r^?""*?"* °' »*'^ countrle.*

to fkU In tV?'
ra-lroadrngr mny be aaiU

1- *^1 ". *?" Pe» lods. One of theso^tho period wher the country has to

«hir hi/?'*"'?'*"' -*"* th* other .«

offen for employment. \Vh»n » th.>

iTJ/i* ••»«•««>« money markets of ^»

fflcTf rhirv^ni-doria'^iH'
mUudS.'JjS!"' thl.'cSmp*aaTbe''pS?:
«!.-.??- w'^J**** "Pon the country anyKreater burtfen than that renrSmte.^fcy the market price of ita -icurtUeT;

The "Uan Year- Oaluaion.

.n;i.^ro^h"e ffiS; j?5;,.Wc"iir'Hda and by aome of Ua flS^ 2i?m ^nn'

»y;;Sm^»Trcr.S. 'h^ ^u^ .H
oate la beyond queation. Facta rnthel-

»«>1. on >I.KIl 10 bulM . JsJSr Sm

.
f^ip in cflsh, or for fccurltv for »>...»^ey had not the oourace to rink 7m,dividend on their mi^ey. **7^"»'

*tK**'fhad secured to them. All the risk fH'

orVr c^o=-d.d ^^lle'^r.^j," S •

s^^vr4ii:roriv.M\f^^^^^^

-J?<* -Sa never'tw t'hln'r^r'*^',"

rSHS^ihrx-
wanf'tfin'crea^e t'helr'T',p1tM%"t&?
'hould b, permitted 'only""";;' t'Kn!



«•

;'!"1«<»1P«
t»»*t It should not b« I.

extuit <rf more than 4 p«r .ent. Ttui-
te the price Kulch tho nutfk.' wjiSSifor the furnlshlnc ot money. : *

the
2«J.«»P«tal li eecured on .my other^^ **° JP ""J""* burden Is im-
5?«2* won »»»• P«>PJ« or Canada.

Mt?*^ •"•"wtMd by the nation ut.
til 18»I were paid to them.
How can there be, therefore, anyjuet claim by the ehareholdore for an/

oonelderation other than th»t rf -iP»"'y »«n'n«rcUl charactl?5' i/Jjj^Jwant to Increase ihetr capitnl stock itshould be permitted onlv on tllrun

present burden on the people to th«extent of more than 4 peVcenl. That
f.r^'lhi**" rHi'^*'

»'"' market requiresfor the furnishing of money, if thonew capital is secured on any otwJr
n^fi".;

**••" r ""^""^ burden is imlI'osed .iron the people or Canada.
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